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‘oring seressinely conscious of the 
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Urough this new inter prelztion of dts 
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vasile, New business functions per- 
ramiug ty distububor inroughb science 
ced tivougu a new technology are in 
tie teaicune 

rhe nope and present evidence of 
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thers in relation io the individual 
vial which is becoming increas - 
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those goods which have onone s ouc- 
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munity for evnopie, hae is ioe 
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pe ent pobity to yvisnalice sitea 
and repair som ice in telal’ay ti gwo: 
and madmum uunty Hie atone 
biles are a nart of everrday necessiues. 
The expense of nuleep. however efler 
seers Lo affect sng sete of elt brated. 
at goucs. or mumple, bic <.g uihine 
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cesinst the automobile industry as ou. 
wich decreases the potenuul sais ae 
clothing. Likewise the lemu“ Priva- 
Lry has its advertissmeits age dwg w 
our sense of proportion by adus, 
the purchase of a nome as more vital 
than an antomebre The :1m.me2 
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peuse. To wual estent tit cs eror 
is debatable. Or again, food uses tn 
waste uot because people ace mehtly 
noutishec, out becanse suv c¢uieestion 
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terms of human energy. health, 
and menus. A new interrelate > 
goods end products isi: ihe taakio: 
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‘lates to our efforts to sell surplus goods 
is that of establishing new incentives in 
relation to better standards of living 
for constantly increasing numbers of 
people. This selling incentive forces 
the individual to assume responsibil- 
ities in keeping with his earning power; 
moreover, it encourages him to improve 
his ability in order to earn the money 
which these newer possessions impose. 
A healthy individual in mind and body, 
properly motivated, not only searches 
for expression but demands it. 

This volume of The Annals is an ef- 
fort to.present various aspects of selling 
effort which show not only scientifically 
cumulative dynamic forces back of 
present-day business activity, but also 
to show that the new era of distribution 
already has the possibility of evolving 
in accord with a scientific technique. 
The by-product of dynamic selling 
functions based on a scientific technol- 
ogy aims to create wealth in accord 
with wholesome, evolutionary, indi- 
vidual wants, needs, and desires. 


The articles contributed to this issue ` 


of The Annals have been written by 
men whose attainment and thought is 
habitual in relation to the creative 
aspects of our present-day selling proc- 
ess. They have given us out of the 
richness of their experience or study 
descriptions of their everyday prob- 
lems. Each one has attempted so to 
present his topic as to suggest the strug- 
gle now taking place to establish a new 
kind of technology to meet present 
changing conditions. Certain writers 
are critical of present-time selling con- 
ditions; others are theoretical in their 
discussion of the future; others show in- 
dividual initiative already at work or- 
ganizing new channels of distributive 
effort; still others are aiming to restrain 
our ambitions lest we make haste too 
quickly. Howsoever much we may 
differ at the present stage of develop- 
ment with respect to the ultimate 


FoREWORD 


soundness of any of the ideas expressed, 
we at least must agree that the efforts 
herein cescribed suggest that not only 
practical everyday business men, but 
governmental and political experts, are 
alive to the fact that new systems of 
thought are in the making. Our pres- 
ent agricultural block indicates that 
markets must be found; our economists 
sense the fact that business is dynami- 
cally distributive in relation to in- 
creased wealth, while our engineers 
sense the necessity of reducing all our 
functional processes to the concept of 
time-binding sciences. 

Analysis of the topic under-discus- 
sion—Modern Selling—A Wealth-Pro- 
ducing Force—makes possible the fol- 
lowing divisional aspects: 


I. MODERN Acrrvities AFFECTING 
DISTRIBUTION 


The articles under this general 
heading define definite influences, 
social, political, and commercial in 
nature, which indirectly or directly 
affect the selling administrative poli- 
cies of any business organization. 
Students of distribution already rec- 
ognize the necessity of adherence 
to the, laws of balance and pro- 
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portion in relation to the diversity 
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and interdependence of human activi- | 


ties. One group of interests cannot 
exist happy and prosperous at the ex- 
pense of another group. The struggle 
to grasp fundamentals back of business- 
individual initiative, church, home, and’ 
state gives a sense of direction anc 
helps us to establish values in relatio” 
to a vision large enough to include eact 
legitimate interest. 


II. SCIENCE AND Art as DISTRIBUTIV 
INCENTIVES 


The articles under this heading iny 
cate the influence which scienc / 
art ere beginning to have in est 
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a? oehnojogy of pruveaure. Chew- 
siro od pavsics have airerdy woo a 
le ate place in industry. The hu- 
mutste seicuces. biology. psychology, 
and ahystotogy, are begiuamg io cereale 
row lierrvure in relation lo mer- 
 Saudising distribution. 

At as 8 dynansie factor resultant in 
gales perlains to a recogation of those 
actors which establish ssthetic values 
u alion to the stytes and uses of 
accds in relation to tbe larger con- 
cepi—the art of living. Stretching 
the fansly dollar has ccme to mean 
jeniby expendiiures in relation to the 
juni, budpci. Good taste, legitimate 
necessities and luxuries are bemg justi- 
fed tbroughs family discussion as to 
merit rather thau through haphazard 
suvotiising methods. 
< "reative and consequently wealth- 
rraducug ideas a feeling food distribu- 
tied. eicihuis, aud shelter are discussed 
m elation ce the kinds of distributive 
uch walen compelilion and modern 
stupdurds uf taste and discrimination 
art forcing. 

‘The standardized huyng aspeet of 
medern business is beginning to show 
ubat promess in certain lines follows 
prosperity im others. [or example, 
ie yaironds are dependent upon 
freight: freight iu turn is but an expres- 
zion of the milions of individuals who 
necd and alrive to live up to their dig- 
uiy as individuals in relation to food, 
housing, und shelter. Building con- 
siimcuion aud publie utilities are but 
extensions cf individual ambition and 
development. 
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Fd. Mom an Bosmyess OLGAMZA- 
TION AND ADMINISTRATION 


“i. he topics herein disœ.ssed relate Lo 
che broader asp cts of selling which as- 
“af ip establishing policies in accord 

ith potential markets. The indus- 

vf and agricultural aspects of busi- 
vss analysis assist us in approximat- 
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jog change and growth fsstors ever at 
work impelling adeptxtion to poren- 
tialities. 

‘Trade orgenizations ccutribive mach 
tos, membership which insists upon tue 
more universal aspects of their prob- 
Jems. Group action becomes clective 
it rooting out evils and diminishing 
the possibility of unleulthy covwett- 
lion. 

Present agricultural efforts to make 
profits reflect the presen. status of the 
farmer in relation to en accountine 
system. The transition bas got to be 
made from that of marketing to thai 
of merchandising. 


LY. STATISTICS AND DISTRIBUTIVE 
ForRcES 


Suatistics is vitally related to ' he suc- 
cess of business in a threefvid aspect; 
first, lhe accountant with his budgel tz 
quick Lo sense unhealthy busnicss con- 
ditions; second, the statisticiza is at 
work in order to establis sane adver- 
Lising and salesmanship «Fori iu terms 
of a potential markel in a given lerri- 
tory, while a third type of sLletislician 
is attempting to antictpale future busi 
ness. ‘The government. chambers of 
commerce and private oj; ganizations 
we constantly at work attempting to 
glean wisdom from the past in order to 
guide present events into a sance tuture. 

The sales manager is the executive 
through whom policy ouce ustablichec 
effectively and finally realizes succe:s 
or failure. A discussion of Lue neecs- 
sity for quotas helps to establish a tecu- 
nology which eventually aims to real- 
ize greater seles. 


V. SELLING ÎNSTRUMENTE 


This divisional aspect of distribution 
airas to describe and define ihe crestive 
factors at work in distributing good: 
through the various channels frora ihe 
manufacturer to the consumer. Åd- 
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verlising and salesmanship are piven 
their functional setting in relation to 
the newer creative activities which the 
pressure of modern business as growth 
ib facing. 

The retailer, wholesaler, and adver- 
tising agency are shown to be contribu- 
tors to evolutionary pressure in their 
struggle to reduce overhead distribu- 


tive costs m relation to service fo the 
consumer. 

The educational aspects of disti ibu- 
tion are touched upon with an eye for 
possible new types of schools in accord- 
ance with coming distributive demands 
for young people to assist in establish- 
ing our new technology in this field. 

- Herbert W. Hess. 
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Selling Distribution and Its New Economics 


By Harsertr W. Hess, Px.D. 
Professor of Merchandising, University of Pennsylvania 


HE economic system of which each 

organized business is a part is hu- 
man urge manifesting itself in life- 
sustaining and wealth-producing proc- 
esses. Every kind of economic ac- 
tivity furthering individual or group 
necessity, initiative or aspiration is a 
mechanistic functional activity in re- 
lation Sethe broad and unified concept 


“mown as business organization. Busi- 


ess organization, however, has two 
timary yet fundamental activities. 
its first interest is in the production or 


` kreation of economic goods through an 
. ~ appreciation of the mechanical laws 


of nature. Emphasis on manufactur- 
ing processes gives the concept of in- 
dustrial organization. The second in- 
terest of business organization is pri- 
marily related to the consumption of 
economic goods. Such economic activ- 
ities are characterized as commercial 
organization. Commercial organiza- 
tion has a twofold aspect immediately 
related to the actual as well as to the 
potential use of economic goods. When 
commercial activities gre described as 
having clearly defined distributive 
channels through which economic goods 
pass so that they may be territorially 
defined and described in relation to 
established desire, actual markets are 
said to have been established. A 
review of these immediate activities 
with their accompanying efficiency 
problems gives us the more static con- 
cept known as marketing. When com- 
mercial activities attempt to establish 
a technology by which future markets 
may be prescribed, such activities give 


_ us our modern concept of merchan- 


dising. 


be, 


Commercial organization with re- 
spect to marketing is primarily inter- 
ested in the principle of continuity. 
By continuity is meant administrative 
preservation of all the established 
space and time factors favoring already 
acquired consumption. The largest 
motivating concept of every commer- 
cial organization through its policies is 
increased profits implying increased 
desire and increased sales. Hence, 
merchandising differs from marketing 
in that it operates in new types of 
relationships, dynamic in character 
and interacting in influence. For in- 
stance, the psychological discovery 
that instincts develop orderly in the 
life of the child, makes possible the 
more profitable sale of toys in relation 
to the exact time of the instinctive 
tendency to appreciate them. - Mech- 
anisms for the transfer of toys to 
children in whom instinct is thus 
normally functioning are forcing an 
entirely new type of form-letters and 
booklets, new systems of selling and 
even new types of retail organization. 

If marketing emphasizes continuity 
and becomes more efficient through 
standardization, merchandising em- 
phasizes the creative aspect and 
increases desire in accord with the 
inner urge of beings for higher and 
proper standards of living. Commer- 
cial organizations are primarily in- 
terested in those mechanisms which 
educe maximum healthy consumption 
of their goods. Commercial adminis- 
tration is constantly seeking those 
selling policies which keing practical 
in nature tend to increase human de- 
mand in relation to greater profits. 
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“Hence .selling administration has as 
its aim to introduce only such ideas 
as will insure continuity on the one 
hand and reveal possible new methods 
and functions in relation to greater 
profits on the other. The scientist 
is nearest the modern commercial ad- 
ministrator. 


“His values have been accepted in the 
physical realm, for example, electricity, 
light, radium or temperature. Man’s 
social, ethical, sesthetic, and religious eval- 
uations are just as good facts.” 


Merchandising has as its task the 
unification of humanistic ideas and 
activities with respect to the distribu- 
tion of all economic goods. It aims 
to blend irrefutable evolutionary and 
scientific values impinging on human 
consciousness with respect to each 
succeeding generation’s urge toward 
greater richness of life in tts use of 
economic goods. 


New Screncr oF MERCHANDISING 


The motivation and orientation of 
modern business in its urge toward 
greater profits, power, posession and 
enjoyment would seem to find eff- 
ciency of organization through the 
fru processes and highly de- 
veloped functional activities of our 
present evolving merchandising tech- 
nique. For the first time in the history 
of economic activity a consciousness 
of the bountifulness of nature and a 
significance of the legitimate aspira- 
tions of man is beginning to assert it- 
self. Modern science is rendering con- 
cepts in relation to individual hopes, 
aspirations, and legitimate rights, the 
effect of which is to inspire the soul 
with a zeal for its wholesome un- 
foldment and evolutionary expression. 
Science is surcharging the economic 
process with new meaning and insistent 
purpose. Its influence is actually, and 
not theoretically, forcing us through 


a transitional stage from that of a 
deficit economy and concept to that 
of a surplus economy. Merchandising 
is the name of this newly evolving 
transitional science directly relaied 
to a civilization based on a surplus 
concept of economic goods, Moreover, 
merchandising is a science and not an 
art. It is immediately related to art, 
however, in that it indicates the direc- 
tion, defines the shade of thought and 
sets the line for all selling effort. The 
distinguishing characteristic of mer- 
chandising is its emphasis and insis- 
tence upon consumption of economic 
goods from the consumer’s ‘fuint of 
view. Merchandising is thus seen te 
have the principle of democracy inte 
bound in its process. 

Because of its emphasis on con! 


tion, in relation to both business 
organizations, and maximum profits, 
merchandising has the possibility of 
putting soul and inspiring incentive in 
modern business. Business as satis-. 
fied desires, health, and aspirations 
will thus come to be in accord with the 
wholesome impulses of men, women, 


and children to partake of the abur . 


dance of economic goods which science, 


invention, and leadership are rendering. . 


Prophetically speaking, merchandising | 


and engineering processes, combined 
with political science carried to their 
logical conclusions. through intelligent 
co-operative advertising and salesman- 
ship, can literally make the deserts to 
blossom and the ends of the earth to 
meet. Merchandising is immediately 
and directly related to the inner life 
of individuals. It touches them at 
points of personal honor, immediate 
duty, and personal obligation. 
sublimated effectiveness is to show 
how to initiate urge and to establish 
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sumer, increased desire, and eN d 


| 


Its ’ 


incentive in relation to purchasing in- - 


centives. Merchandising is literally 
humanity turning to ‘look upon itself 
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as in a glass. Herein we see ourselves 
both an actual recipient and a potential 
creative productive factor in relation 
to busines organization, individual 
earning power of income, immediate 
standardized need, and legitimate 
business profits. Instincts in relation 
to evolving needs and wants and 
services—these are the reflected com- 
ponent elements. 


CONTRASTING CONCEPTS 
“Science of Wealth” under early 
economic conditions involving creetive- 
ness has laid particular emphasis on 
chemist and physics in relation to 
production. Herein the physical as- 


pects of nature in relation to product. 


and production have been emphasized. 
Human desire in relation to mechan- 
ical and productive processes has been 
at the wonder and curiosity stage of 
acceptation. So suddenly did one 
invention or product follow upon an- 
other that architecture and transpor- 
tation have not yet rendered a com- 
bined quantitative and qualitative 
service to the inventive, instinctive, 
and desire tendencies of man. Habit, 
tradition, custom, and the ignorance of 
the productive ‘area still maintain as 
inhibitory factors in relation to the 
newly developing technique of modern 
demand for legitimate maximum profit 
and consequential maximum distribu- 
tion. Modern business survival involv- 
ing increased wealth has become a 
problem of maximum human desire. 
That the old type of economic thinking 
failed to flower in relation to the most 
fundamental of spiritual aspirations, 
truth and justice was manifested in 
the destruction of wealth and human 
life in the late war. 

The flowering concepts of industrial 
regimentation of thought in relation to 
maximum profits are: 

Standardization 
Competition 


Objective science = $ 
Experimentation or pragmatism 
Unfulfilled climax or tragedy 
Cycles of business. 


The contrasting distributive con- 
cepts struggling for an opportunity to 
motivate economic activity and sta- 
bility are: : 

Health 

Co-operation 

Humanistic science 

Conscious creativeness or unity 
of expression 

Fulfilled climax or attainment 

Economic epochs. 


The demonstrated finality of indus- 
trial thinking” motivated by the above 
concepts has predicted periodical death 
climaxes. This type of thinking has 
& germ within its process which’ is 
ultimately destructive, strangling, and 
paralytic in its hold upon economic 
life and processes. Production’s in- 
stinctive impulses intellectualized have 
transferred “survival” thinking as a 
hang over from “natural history” 
thinking. Industrial thinking has lost 
sight of the necessity for sublimating 
human energy in relation to the most 
elementally spiritual incentives, truth, 
goodness, and beauty. It is only when 
we wish to sell automobiles advertised 
as beautiful in line and form; when we 
sell food that is good in its wholesome- 
ness; when we sentimentalize an air- 
plane as truthful in its adherence to 
the technique of engineering science in 
relation to safety—it is only through 
the force of competition and survival 
that business men are willing to accede 
these elemental human attributes as 
being wealth-determining processes. 
As yet business has been loathtfully 
willing to acknowledge the ascendancy 
of the human sciences. in relation to 
potential increased wealth. Present 
progress is that of crowd pressure re- 
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active against its limited environments. 
Growth m business at present is esti- 
mated through statistical experts who 
marshall and interpret facts in relation 
to human desire based on the concept 
of a minimum standard of living. 

No criticism is hereby to be inferred. 
Our evolution often implies the neces- 
sity of contrast pictures as a new day 
with new motives begins to assert itself. 


CREATIVE Processes or BUSINESS 


That business is a process which 
touches the sources of human behavior 
pertaining to life or death, has been 
exemplified in the World War. Un- 
less business men begin to get at the 
serious as well as the dignity implica- 
tions of their everyday acts, so inter- 
preting them as to: be in accord with 
the combined scientific constructive 
thinking of their day, the inevitable 
dramatic climaxes of the past may be 
looked for m the future. If human 
nature can come to be regarded as con- 
structive and purposeful in every act; 
if intelligence and soul processses es- 
tablish incentives in accord with the 
expression of all human attributes in 
every act: reality and ideals become 
asone. Our present concept of experi- 
mental practicality is that anything 
realized is not capable of ideal realiza- 
tion. So we do the next best thing. 
The tendency on the part of these 
“so-called” practicalists is to apologize 
for what might seem to be done better. 

Science says that there is a right way 
to look at a thing. In‘science my way 
of looking must be in accord with the 
truth of a situation. Science intro- 
duces the word must into our vocabu- 
lary as vital if we would experience 
truth as health. Facts are objective 


. In science and influence our actions in 


relation to wholenesses or unity. Sci- 
ence a8 @ process is an expression of 
truth and determines the particular 
way we are to accept ideas. In an 


economic sense science has demon- 
strated its wealth-producing power 
through physics and chemistry. Sell- 
ing distribution gathering unto herself 
a technique is evolving a new science 
of merchandising administration based 
on the external flowering concepts of 
those sciences which attempt to get at 
an understanding of the individual in 
particular and people in general. The 
“wealth-creating” dynamic economist 
is one in accord with intangible values, 
scientific and philosophical in ‘relation 
to the ever-changing climactic future. 
Future practical economists or business 
men have as their task the reconcilia- 
tion of the facts and science of individual 
life in relation to nature, machines, and 
increased wealth. The dynamic econ- 
omist is not budgetary in his point of 
view so much as creative in relation to 
capital expended involving new enter- 
prises and new systems of thinking. 
He discounts the present with its oppor- 
tunism: he builds for the distant future. 
The budgetary economist is more 
static. He thinks in terms of running 
what is already established under 
conditions where greater efficiency is - 
obtained: he thinks in terms of elim- 

inating waste. The dynamic econ- 

omist does not overly emphasize effi- 

ciency in expenditure. He does things 

in spirit involving zeal, ambitions, 

power, and enterprises. He builds 

so massively and in the spirit of mag- 

nanimity that his works become a 

blessing for decades. His every act 

creates new values and forces new per- 

spectives. His acts are of faith in 

relation to wholesome urge. His waste 

becomes as nothing compared with the 

added richness, new incentives, and 

actual pleasure which he establishes. 

He deals in creative processes which 

bridge into the distant future. Typ- 

ical of this is the movement of human 

enterprise in the Pennsylvania Station 

of New York City. 
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Desire, need, wants, and fear are the 
four most elementary individual im- 
pulses motivating all business activity. 
The organization of all economic effort 
is in terms of these primitive impulses. 
The constitution of man as an elemen- 
tary organized unit is thus character- 
ized as wish with purpose, urged by 
internal necessity and compelled by 
imponderable externality. Four prin- 
ciples are constantly at work precip- 
itating functional activities in relation 
to modern business organization. 
These are the principle of initiative, 
the principle of continuity, the principle 
of adaptation, and the principle of 
balance. Their combined resultant is 
a consciousness of change as growth. 

Tt is recognition of this fect of growth 
that is forcing us to realize the neces- 
sity of introducing a tezhnology to 
meet its requirements. This newer 
science, for lack of a better term, might 
be called merchandising. Its primary 
aim is to direct economic activities of 
business organization in relation to 
such technological processes as will 
enable each individual to possess those 
economic goods which are indispen- 
‘or individual self-creservation, 
ty .and human happiness. 




















DERN MerrcHanpisinc—A New 
SCIENCE 


erchandising defined is that func- 
z of modern selling distribution 
3e primary purpose :s: first, to 
ssh through invest:gation the 
\, market of a given article, 
“commodity, or  >roposition; 
«her to make the immediate 

els of distribution more efficient 

. J devise new channels of consumer 
approach in relation to profits and con- 
sumer satisfaction; third, to describe, 
define, and formulate scientifically in 

~ accord with economic principle or 
theory such advertising and salesman- 
ship technique as will produce maxi- 


Rh 


mum returns with a minimym of ° 
effort. . 

The secondary purpose of merchan- 
dising is to employ the critical faculty 
in relation to interdepartmental func- 
tions of a given business as, for example, 
the relationship between the credit 
department and sales, the budget and 
sales, finance and sales, advertising 
and sales, 

A second purpose is to employ the 
critical faculty with respect to com- 
petitors’ methods not in accord with 
standards of honesty. This is evi- 
denced by the present effort to establish 
Bureaus of Better Business Principles 
throughout the country under the 
guidance of the Associated Advertis- 
ing Clubs of the World. 

The third use of the critical faculty 
pertains to such criticisms of govern- 
mental acts as ultimately negatively 
disturb normal and changing standards 
of living in accord with economic prin- 
ciples and theory. 

A fourth use of the critical faculty 
pertaining to merchandising as a sci- 
ence challenges government to envisage 
the constant and increased growth of 
business as indispensable for whole- 
some consumer consumption. National 
prosperity is the resultant. 

The motivating idea of modern 
merchandising is the urge of economic 
goods by peoples of all the earth at the 
right place, at the right time and the 
right manner. This thought not only 
frees the energy of men in relation to 
necessity and possibility, but organizes 
the individual in his use of goods. 

Tertiary forces with which scientific 
merchandising as a process has to con- 
tend are: first, with respect to the moral 
aspects of the individual to maintain 
a wholesome standard of living .in 
accord with laws of personal health and 
development; second, with respect to 
the social relations of different groups, 
as labor, the middle class and wealth, 
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¢ racigl and educational classes, etc.; 
third, wjth respect to the moral de- 
mands of structural responsibility 
which one group of business interests 
owes another, for example, the bank- 
er’s responsibility to individual initia- 
tive as well as local and national enter- 
prises. 

Merchandising as a process considers 
the thing to be sold with respect to 
consumer satisfaction as well as profits 
through advertising and salesmanship 
effort. It considers governmental con- 
trol and vision as vital with respect to 
legitimate competition and individual 
initiative. It demands efficiency as 
to methods over longer periods of time 
in relation to scientifically estimated 
maximum potential sales at minimum 
costs. ‘Thus, forecasting is to become 
a science pertaining to vision which 
when not realized is indicative of wrong 
thinking or stupidity on the part of 
leadership administration. ’ In the fu- 
ture it is chance which is to be reduced 
to the minimum. 


FUNCTION OF SELLING ADMINISTRATION 
The ultimate purpose of all business 


organization is to sell goods or render -~ 


service at a legitimate profit. Selling 
administration has a twofold function. 
It is intensive with respect to effi- 
ciency of the inner workings of the or- 
ganization, actually realizing such pol- 
icies as have already been decided upon. 
The other is extensive with respect to 
the adoption of new policies in relation 
to the vision of possible future attain- 
ment established as a result of the 
technique which modern merchandis- 
ing is employing scientifically to realize 
potential markets. This method is in 
decided contrast to the old, which 
trusted to chance and experimented 
when expediency failed. 

The distinguishing characteristic of 
this new evolving science in distribu- 
tion is twofold: first, it forces each 


business to determine its inner depart- 
mental relationship as well as a given 
business’s dependence on other busi- 
nesses in terms of maximum sales and 
legitimate profits. 

Second, it recognizes that the new 
ideas afforded by the humanistic sci- 
ences make possible changes in distrib- 
utive channels of trade favoring new 
methods of procedure. For instance, 
let me repeat, the developing child 
passes through different clearly defin- 
able stages. . 

If we were to see to it that a child 
possessed the right toys in accord with 
the period when these tendencies assert 
themselves, the toy manufacturers 
would be compelled to establish such 
systems of distribution as would put 
the right toy into the possession of the 
child at the right time. Further re- 
search will undoubtedly throw light 
upon the effect of the use of these toys 
in relation to the building of better 
bodies, the development of co-opera- 
tive habits and the creation of surplus 
energy through which the nobler im- 
pulses can practically realize them- 
selves. 

wae 


INFLUENCE oF MODERN SCEN 
ON BUSINESS 

It is through the flowering cón 
and ideas rendered by modern sci 
brought into accord with selling po 
that wholesome evolutionary ch 
in business are beginning to assert 
themselves. It is the ultimate task of 
merchandising through interpretative 
statistics to establish such organizations 
and functions as will be in accord with 
the evolutionary development in rela- 
tion to the structural scheme of things. 

Merchandising as a process is con- 
stantly calling into play new purposes, 
new incentives, and new functions. At 
the same time, it establishes a sense of 
new relations of interdependence. 

That this analysis is in accord with 
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the facts, all we need to do is to 
note evolutionary changes in distribu- 
tion seen in the present competitive 
struggle of the department store, the 
chain store, the five-and-ten-cent store, 
direct to consumer selling, the mail 
order house and co-operative societies. 
Moreover, the signs of the times seem 
to indicate that retailing is likely to 
change accordingly as the idea gains 
momentum that there are too many or 
too inefficient retailers. The concept 
is dawning that the structure of man 
himself makes possible a system of dis- 
tribution under conditions which in- 
volve new methods of advertising as 


already evidenced in co-operative*ad- 
vertising by the paint industry, courses 
of instruction in the “Art of Living” 
in our schools, which indirectly inspires 
the individual to higher standards of 
living as well as responsibility, or in 
new methods of salesmanship as evi- 
denced in a tendency to bring the 
manufacturer and consumer into more 
direct contact. Nor need it necessar- 
ily follow that the middleman will be 
displaced. It will only follow that he 
will change his functional relations in 
accord with these new ideas which 
science is revealing as applicable to the 
maximum consumption of goods. 
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Political and Governmental Tendencies in Their 
Relation to Increased Wealth ” 


By Crype L. Kina 
Secretary of the Commonwealth of Pennsylvania 


AVE you ever thought of the 
romance about this great coun- 
try of ours? We have a wealth and an 
income per capita now far and beyond 
that of any other country and people 
anywhere. We are not only the 
world’s greatest producer—we are also 
the world’s greatest creditor. Wher- 
ever there are men and cities the 
world round there are American goods 
and American dollars and American 
investments. 

And yet it is a scant century and a 
half since we were a struggling rural 
people of a population in all our colo- 
nies not so great by helf as that now in 
the one state of Pennsylvania alone. 
All the wealth of this country put into 


. dollars at the time Washington was 


struggling at Valley Forge would not 
today rebuild a single one of our many 
smaller steel towns alone. Washing- 
ton was one of the wealthiest men of 
his times, and yet his entire fortune 
put into dollars would not build and 
equip one of the smaller steel mills in 
one of these smaller steel towns today. 
The lowliest of American wage earners 
today can enjoy a variety of pleasures 


‘and satisfactions unknown to the best 


among the middle class at the time of 
our great-grandfathers. 


Tur Source or WHALTH 


What has been the secret of this 
wealth-creating powerof ours? Whence 
has come our wealth and our produc- 
ing power? 

In the main from two sources: 
Our natura} resources on the one hand; 
and the worthwhileness and hard work 


of the people of this country on the 
other. 

We have been creating wealth from 
our great stretches of forests; from the 
bounty of our mines—coal “and iron 
and copper and gold and silver mines; 
and from the native fertility of our 
broad acres of virgin soils. 

Some of the spent wealth of these 
resources is now invested in school 
buildings, paved highways, railroads, 
mills, and factories—themselves all 
creative of new wealth. But a part, 
alas, has been wasted through prodigal 
methods of production never to have 
value again. Our forests and our 
soils have yielded up the most of their 
native tribute to the wealth-creating 
sources of this country. ‘The products 
of our mines, as of our fields and our 
forests, have now also reached the point 
of increasing costs in production. 

Our wealth in the future and our 
living standards in the future cannot 
come so largely as in the past from 
merely helping ourselves to the boun- 
teous gifts of Nature. We must as a 
nation from now on in the main pay 
our way and depend on the wealth we 
can create by skill in industry for the 
maintenance and we hope the expan- 
sion of the standards of living for 
everyone. 

Wealth comes from the toil in mind 
ar body of those who create goods or 
services from or through natural re- 
sources, 

The trend in matters governmental 
follows trends in industry and in com- 
munity organization. Let us therefore 
discuss: 
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I. The Trend in Industry. 
Il. The Trend in Community Or- 
ganization. 
IO. The Trend in Matters Political 
and Governmental. 


We ought then to be able to discuss 
together: 


IV. Some Ways Toward Increased 
Wealth and Higher Stand- 
ards of Living. 


I. Tue TREND IN INDUSTRY 


1. A Halt in the Upward Trend in 
Standards of Living 

In the latter half of the 19th century 
there was an upward trend in the 
standard of living in practically all 
countries. The only exceptions were 
among special groups at special times 
and for limited periods, such as the 
hardships of agricultural workers in 
England brought about by the great 
increase in the output of cereals in 
this country in the first half of the 
19th century. But the general trend 
in living standards was upward every~ 
where throughout the 19th century. 

In the years preceding the Great 


l War the trend of real wages of indus- 


ae 


trial workers as a rule reached its peak. 
There was if anything a decline in ac- 
tual standards of living. Certainly 
throughout the warring countries of 
Europe, when money wages were 
translated into real wages, real wages 
went far backward in the war period. 
And even in this country but few 
groups maintained their actual pre- 
war standards of living. Immediately 
after the war period there was a general 
decline in real wages, both in this 
country and abroad in industrial 
groups and a marked decline in real 
income in our agricultural groups. We 
have just passed through a short re- 
vival of industrial prosperity which has 
given most industrial earners in this 
country about the standards of living 


they had before the war. But we are 
now having an amount of unemploy- 
ment that indicates that such wages 
are transient, even here. Workers in 
war countries now have real wages far 
below pre-war standards. 

The brutal fact is that we cannot 
destroy the producing power of such 
great segments of the world’s creative 
wealth as those destroyed in France, 
in Germany, in Belgium and in Europe 
generally, and not have a decline in the 
purchasing power in such countries 
that will in turn produce a decline in 
purchasing power in all countries 
dependent in whole or in part on in- 
ternational trade for the earning power 
of their workers. 

For a hundred years we offered free 
land—land as good as any in the 
world—to the farmers of every country 
who desired to come and accept the 
gift, on the sole condition that they 
put up the improvements thereon. 
And come from all countries they did— 
sturdy, self-reliant, hardworking, God- 
fearmg men and women. ‘These stur- 
dy pioneers cleared the forests and 
broke the prairies from coast to coast. 
It is on their shoulders that the pres- 
ent, well-to-do generation stands. 

But one result of these free lands of 
ours under cultivation of those not 
afraid of toil was to build up a large 
surplus of food products, especially 
wheat and animals, which find their 
only market abroad. The price of the 
farm products we produce is still set by 
the surplus we sell abroad. But the 
purchasing power of those who have 
bought our foods abroad is declining, 
as a result of war destruction. Hence 
farm prices have since the war been 
low as compared with the prices of 
other commodities. And low pur- 
chasing power of farm products 
comes at the same time that the native 
fertility of our soils is exhausted. The 
cost of producing farm goods is in- 
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creasing and their price is relatively 
decreasing. Half our people depend 
on the farm directly for a living. 
With increasing costs and declining 
foreign markets this half will be hard 
put to it in the years that are just ahead 
to maintain a standard of living fitting 
to American life, together with fair 
educational opportunities for their 
children. Increased skill in farming 
alone together with every possible foreign 
market will keep up living standards on 
our farms. 

In the years preceding the World 
War our factories were expanding to 
meet a growing market for our manu- 
factured goods m foreign countries. 
The World War demanded more and 
ever more of our goods. Our factory 
production, like our farm production, 
is now gree than domestic consump- 
tion. 

We hise during and since the war 
period, exported large quantities of 
capital abroad. The interest on this 
capital must soon be coming back into 
this country in the form of goods. 

Countries abroad desiring to get 
back to a gold basis must buy gold 
from us, as we have practically all the 
world’s commercial gold. ‘These coun- 
tries can buy gold only by sending in 
goods. 

We have developed and have been 
relying since the war on a large foreign 
market for some of our manufactured 
goods. The purchasing power abroad 
of those who desire these goods has also 
been lowered by war destruction. 

In other words, we must have im- 
ports to pay interest on our capital 
invested abroad and to pay for our 
exports and this just as there is a 
decline in the foreign demand for our 
own surplus of manufactured goods. 
It is only a question of time, therefore, 
until the earners in our cities, too, 
will be hard put to it to maintain 
American standards of living. Only 


increased competency in the factory 
as on the farm will keep up our living 
standards. 

Whether we can maintain American 
standerds of living under these con- 
ditions is dependent on our ability to 
produce at costs as low as or lower than 
any other country on earth. The 
secret of low unit costs on American 
goods lies in quantity production on 
the one hand, and in the skill of labor- 
ers in turning out machine products 
on the other. We can no lenger rely 
on simply sellmg our virgin natural 
resources and living so largely on 
what Nature has given so bountifully 
in the past. We must from now on 
make our own living as a nation. 
And to make this living will require 
skill of a high and ever higher order, 


whether on the farm or in the factory. > 


2. Ability to Produce Wealth Main- 
tained 
Despite the fact that the upward 
trend in standards of living has been 
halted, possibly for several years, in a 
few countries at least, yet the ability to 


produce wealth has not thus far been . 


permanently injured. 

The creative mind in mdustry afte: 
all is in the laboratory, whether that 
laboratory be in the university or in the 
factory, in the agricultural experiment 
station or on the farm. The genius to 
try out new things and the will to put 
science in the place of tradition is still 
abroad in this as in other lands. With 
this creative genius at work amidst a 
will to achieve, in a people dependable 
and responsible, wealth-creating forces 
will continue. 

Many of the forces that some look on 
askance are after all at the basis of 
wealth creation. The desire of the 
average man for an automobile, and of 
the earner for a home and for educa- 
tion for his children; the willingness to 
work that standards of living may in- 
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crease—these are the essential factors 
in wealth creating power. The desire 
for bettering one’s condition and the 
condition of one’s children is certainly 
increasing. The motive is thus a 
continuing one for ability and toil to 
create wealth. 


3. A Continued Trend Toward Scien- 
tific Selling and Marketing 


Scientific selling creates wants or 
satisfies existing wants; scientific mar- 
keting distributes goods and services 
with the least practical cost. 

The hugh amount of present day 
advertising is creating desires at a rate 
in excess of real income. Thus the 
incentive to ever greater income is kept 
constantly before every member of the 
earner’s family. Scientific marketing 
tends to keep distributing costs down. 
Both are essential factors in creative 
wealth. 


4. A Continued Trend Toward Science 
in Production 


Competition is now looking to com- 
petency in management. Relatively 
there has been as much incompetency 
in management as in labor. Savings 
through good management, like savings 
in marketing, go direct into better liv- 
ing standards of earners or into pro- 
duction goods. It is possible, through 
scientific selling, marketing, and pro- 
duction, to keep living standards in 
this country ever a little above those 
in any competing country not equally 
alert to the value of science in business. 


5. Increased Opportunity of Individuals 

The shift in industry, made neces- 
sary and also made possible by the 
World War, and the relocation in effect 
of some cities and of centers of surplus 
wealth, recreates in the world today 
the opportunities for individual effort 
that characterized the heyday of our 
frontier life. The frontier today is a 


different one to be sure. But it jə still ° 
atfrontier with all of the opportunities 
common to economic frontiers. These 
opportunities are not limited to capi- 
talists. They offer themselves to those 
who toil at the trades and on the farm 
as well. 

Industries change, and methods of 
production change and hence men must 
change their jobs. A recent study of 
life insurance statistics shows that one 
out of four of those who started to make 
a living as tailors or miners were mak- 
ing their living in other ways in the 
later days of their lives. Only thirty 
out of every one hundred of those who 
started to make their living as barbers 
were barbers in their later days; while 
forty out of every one hundred young 
men who started making their living 
as plumbers or carpenters later changed 
to other ways of making a living. 

Mobility in industry whether for 
labor or for capital fundamentally after 
all is the basis for opportunity to indi- 
viduals. Certainly both labor and 
capital are as fluid today as at any time 
in our world’s history. 


6. A Growing Democracy in Industry 


Over a long look there has been and 
still is a definite trend toward greater 
democracy in industry. ‘The economic 
roots of democracy in industry lie in 
relative scarcity of labor. With lim- 
ited immigration to this country and 
with an increase in the demand for 
skilled workers, laborers have been 
given voluntarily by industrial man- 
agers a greater say as to their own work- 
ing and living conditions. With the 
post-war decline in employment in this 
country, to be sure, numerous plans 
for direct participation of wage earners 
in the determination of working con- 
ditions were put aside. But never- 
theless in the more recent months we 
have had an increase in the number of 
firms that in one way or another are 
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* recognizing the value to production 
itself of a greater democracy in indus- 
trial relations. 

This is quite apart from the distinc’ 
trend toward legislation in Germany, 
in Italy and in practically all European 
countries providing by law for the crea- 
tion of statutory machinery for the 
direct. participation of labor in indus- 
trial management. 

Slowly, but just as surely as came the 
growth in political democracy, indus- 
trial power is moving downward. 


UI. Tap TREND IN COMMONITY 
ORGANIZATION 
Organization in community life 
changes to meet changes in economic 
environment. The organization and 
function of government is based and 
dependent upon organization in com- 
munity life. 
The following are significant trends 
in community organization: 
I1. The trend toward organized self- 
help by farmers. 
2. Continued trend toward increased 
organization among wage earners. 
3. The trend toward militant organiza- 
tion by business groups. 
4. The trend toward self-government 
in the trades and professions. 
. 5. A greater participation in govern- 
ment by self-interest groups. 
6. The noon day of propaganda. 


Let us discuss each of these points 
briefly. 


1, The Trend Toward Organized Self- 
Help by Farmers 


During the seventies the farmers in 
this country organized as one indus- 
trial group chiefly through the grange. 
In the last ten years there has been 
@ significant and growing movement 
among farmers to organize essentially 
by dominant economic interests. Thus 
milk producers are organized to secure 
better milk prices in practically every 
metropolitan area in the United States. 


Growers of tomatoes have their special 
price organizations as have the growers 
of cotton, potatoes, wheat, livestock, 
and practically every special farm 
product. 

These groups have learned the eco- 
nomic lesson that the world helps them 
that help themselves. Self-help is a 
distinguishing feature of such agricul- 
tural organizations whether in this or 
in other countries. This self-help ex- 
tends to the standardization and pur- 
chase of seeds and fertilizera, to the 
standardization of containers, to the 
securing of desired legislation and the 
prevention of harmful legislation, as 
well as to the securing of a fair price. 

An example of what these self-help 
agricultural organizations are doing 
is the work of the Interstate Dairy 
Council of Philadelphia. The farmers 
of the Philadelphia territory have 
through their own organization created 
a committee to secure high standards 
of milk from every milk producer in 
the Philadelphia district, standards 
above those possible for public health 
departments to enforce. Toward this 
end a list is kept of the names of every 
milk producer and a record of the tests 
of each farmer’s milk is also kept. 
These tests are not only butter fat tests 
but also sediment tests. The farmers’ 
organization sends its own agents 
around to show those producers whose 
milk is not clean or is unsanitary how 
to maintain high standards in the qual- 
ity of their milk. All this is done for 
two reasons: (1) To expand the 
market because good milk tastes bet- 
ter and because more will be purchased 
if people know it is a safe food; and (2) 
to meet in every respect the obligation 
upon the producer of baby food to 
make certain that the product is a food 
and not a poison. 

No one who knows the situation 
among farmers and no one who is fa- 
miliar with thesplendid achievements of 


al 
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these self-help organizations will say 
less than that these organizations are 
essential and creative forces in the 
wealth-making processes of our times. 


2. Continued Trend Toward Increased 
Organization Among Wage Earn- 
ers 

Through the unemployment period 

following the collapse of prices conse- 
quent to the World War, an effort was 
made in this country to handicap if 
not to destroy trade unions. The wage 
earner was at his greatest disadvantage 
then as he had to have work to live. 
But the return of general employment, 
together with the futility of the effort, 
has brought about a situation where 
all must agree both that the trend of 
wage earners to organize in this coun- 
try as in other countries is still upward 
and that such organizations will con- 
tinue to play an important part in our 
industrial life. 


3. The Trend Toward Militant Or- 
ganization by Business Groups 

In the first industrial conference 
called by President Wilson in the 
latter years of his administration, a 
naive attempt was made by certain of 
the industrial leaders of this country 
to see that employers should meet only 
with laborers in their own shops and 
would not meet with representatives 
of trade unions not among their own 
employes, This meant that business 
men were to have effective national 
organizations but laborers were not. 
But the industrial system today is so 
complex, the wages in one factory so 
dependent on the wages in another, 
that many employers have stopped 
their efforts to force laborers to aban- 
don national bargaining organizations 
and have instead grouped themselves 
into militant organizations for self- 
protection and mutual advancement. 

Such organizations have been re- 


vealed, not only in nation-wide wage» 
policies, but also in organized efforts to 
shift such taxes as the sur-tax and to 
get special tariff concessions for spe- 
cial interests. 

This movement has been materially 
helped by the fact that most metro- 
politan dailies and big magazines 
have to be million dollar concerns 
nowadays. 


4. The Trend Toward Self-Government 
by Self-Interes: Groups 


The one essential to modern life and 
business is faith in each other. 

There can be no faith unless there 
are standards of conduct. There can 
be no adequate standards of conduct 
unless the trades, professions, and 
business will themselves set and main- 
tain each their own standards, 

If the trades, businesses, and pro- 
fessions will not themselves maintain 
adequate standards, government must 
step in to enforce standards’ at least to 
a point that will protect the health, 
welfare, and morals of the people. No 
less than this has the state ever done. 
No less than this will the state of the 
future do; because the survival of all 
is more important than even the life 
of any individual, as shown by the 
universal willingness of all nations to 
sacrifice the lives of their best young 
men when the national life is in peril. 
Government has seldom, if ever, stepped 
in to regulate until corapelled to do so 
by the lack of standards, or worse 
than lack of standards, on the part of 
the trades, professions, or businesses 
themselves, but the trades and the 
professions and business can create 
ideals; they can perform their best 
service only as they maintain high 
standards of conduct. 

One modern way of maintaining 
these standards of conduct is through 
codes of ethics prepared by each trade 
or profession or business group, 
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adopted by these groups and enforced 
by them. . 

When community life was limited 
to a neighborhood, and when anyone 
from beyond the hills was a stranger, 
and when each and every person had a 
chance to know first hand of the goods 
he bought and of the services he paid 
for, accepted standards for trades and 
professions and business as such were 
not essential. But under modern con- 
ditions, when the plumber, or the 
carpenter, or the funeral director, or 
the engineer, or the doctor, or the 
architect serves those far and beyond 
his personal acquaintance, and when 
markets are world wide, the old doc- 
trine of the “buyer beware” can in no 
wise protect modern consumers, or 
develop modern business. 

The more complex our life the greater 
the need for faith and for ethical con- 
duct. When faith breaks down, com- 
merce breaks down and with commerce 
fall the trades and the professions. 

Hence it has come about that the 
professions and the trades are setting 
up their own standards of conduct in 
order to insure that those who hold 
themselves out as members of a given 
profession or trade are competent on 
the one hand, and not harmful to the 
trade, or the profession, or the public 
on the other hand. 

This is true self-government in busi- 
ness. And until we have self-govern- 
ment in business we cannot have real 
self-government in politics. 

All of the professions, with the ex- 
ception of public service, and practi- 
cally all of the trades, have adopted 
codes of ethics. Business as such has 
not adopted such a code although such 
a code has been proposed. But many 
special business groups have adopted 
and enforced ethical standards as no- 

1 The following code of ethics for business has 


been proposed by Edward A. Filene, formerly 
president of the United States Chamber of 


tably the advertisers in their “Truth 
in Advertising” campaign. 


5. A Greater Participation yn Govern- 
ment by Self-Interest Groups 

One way to advance one’s economic 
interest is through helpful legislation. 
As shown above each of our industrial 
and economic groups are awakening to 
the possibilities of self-help through 
co-operative effort. It is to be expect- 
ed, therefore, that self-interest groups 
will take an ever livelier acttvity in 
governmental affairs. Competition is 
more end more between groups and 
less between individuals within a group. 

We have heard much in recent years 
about “blocs.” The eastern paper 
speaks of the agricultural west as a 
“bloc.” And the western paper speaks 
of the Wall Street interests as a “bloc.” 
So we have the trade union bloc, and 
the high tariff bloc, and the wet bloc, 
and the dry bloc, and the manufac- 
turers bloc, and the newspaper bloc, 
and the magazine bloc. 

As a matter of fact such group 
activities are not only to be expected 
but are commendable. They properly 
arouse public opposition only when 
self-interest is put above public interest. 
To this point we shall return in a later 
portion of this article. 


6. The Noon Day of Propaganda 


With various industrial and social 
and economic groups alive to the possi- 
bilities of self-advancement through 
public understanding, we have had in 


the last decade a universal use of prop- 


Commerce and later president of the Interna- 
tioral Chamber of Commerce: 

L. A business, in order to have the right to 
succeed, must be of real service to the commu- 
nity. i 

g. Real service in business consists in making 
or selling merchandise of reliab:. quality for the 
lowest practically possible price, provided that 
merchandise is made and sold under just condi- 
tions. 
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aganda of one sort or another by prac- 
tically every group interest. The 
farmers’ organizations employ men 
who know the value of publicity; trade 
unions pay the price necessary to get 
clever publicity men; business organi- 
zations, chambers of commerce, the 
national civic federation, the industrial 
conference board—all have their pub- 
licity bureaus. The news editor of the 
modern newspaper has every day 
poured in to him more propaganda 
from jnterested groups than he can 
ever hope to use. Newspaper report- 
ing has become largely an art of the 
sleuth in trying to find out what the 
truth really is back of self-interest prop- 
aganda. And the worst of this prop- 
aganda is often hid under the guise of 
incomplete and one-sided statistics. 


Il. Tue POLITICAL AND GOVERN- 
MENTAL TREND 


Changes in industrial situations are 
immediately reflected in either the 
form or function of government. Gov- 
ernment should change to meet its 
changing duties. If there is not at 
least this adaptation to function, gov- 
ernment would not long survive. 

Significant trends in matters govern- 
mental and political are: 

I. A continued trend toward protective 
legislation. 

2. A trend toward larger units of gov- 
ernment. 

3. A trend toward wider participation 
in governmental affairs. 

4. A trend toward new exposure of 
corruption in public life. 


1. A Continued Trend Toward Protec- 
tive Legislation 

When communities were small it was 
easy to protect one’s foods because the 
foods were grown nearby. But now 
much of our food as well as our counter 
drinks go through a manufacturmg 
process. Adulteration cannot now be 
detected by the average individual 


/ 


under any circumstances. Hence we 
have a great body of pure food [egisla- 
tion, local, state, and national. 

Legislation to protect health con- 
tinues, although not at the rate of two 
decades ago when the problem first 
presented itself, after it became com- 
mon to put poison into foods and to 
misrepresent to such an extent and in 
such ways that the old doctrine of 
“buyer beware” could in no wise pro- 
tect the consumer. 

In the field of morals there has also 
been a trend in this as in other coun- 
tries toward protective legislation. 
The roots of this legislation lie in eco- 
nomic ground. 

It may not be anyone else’s business 
whether the driver of an old horse on a 
Jone country road is drunk. The horse 
is able to protect himself to a certain 
extent and is also a protection to others, 
even after the poison of drink has stolen 
away the mind of the driver. But it is 
everybody’s business when the driver 
of a high-powered automobile at high 
speed on a road dense with traffic is 
drunk. For the life and property of 
others is in peril by his actions. When 
goods were manufactured mainly in 
the homes by machines of little power, 
it might have been nobody’s business 
as to whether the operator of the ma- 
chine was drunk on duty. But the 
case is very different with the engineer 
handling a railroad train or with the 
operator of a machine in a factory when 
carelessness takes the life or limb of 
others. Drunkenness in the day of 
high-powered machinery is everybody’s 
business. For we cannot even protect 
the lives and the property of the inno- 
cent, let alone take our place in world 
competition, when drunkenness per- 
vades employment anywhere. 

It is equally everybody’s business 
when the use of drugs leads to the 
destruction of property if not to the de- 
struction of human life. The commu- 
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nity of a generation ago had little access 

to habit-forming drugs. Today mem- 
bers of the community have such drugs 
thrust upon them. Hence the legis- 
lation in all the fields of morals has been 
increasing and whether some like it or 
not it will no doubt continue to in- 
crease. 

Dependability becomes an essential 
quality of the modern worker. 

The segregation of feeble-minded 
persons and of other inadequates has 
been increasing to the improvement of 
the physical well-being of the human 
race. More money is being spent on 
the proper training of the handicapped 
such as the blind, the deaf and the 
dumb in order that they may be pro- 
ductive members of society. 

Unfair competition is bemg con- 
trolled by administrative machinery 
such as the Federal Trade Commission. 
Business is competing on a higher plane 
by forcing the non-conformers to com- 
ply with laws setting minimum stand- 
ards. Workmen’s compensation laws 
continue to take the burden of indus- 
trial accidents off the family and place 
it on the industry. Certainly few now- 
adays would vote to repeal such laws. 

The amount and character of pro- 
tective legislation largely depends upon 
the extent to which the trades, the pro- 
fessions, and businesses themselves 


each govern their own industry in the | 


public interest. 


2. A Trend Toward Larger Units of 
Government 

To do its job right the boundaries of 
government must be contiguous with 
the problems with which government 
copes. When all our roads were tracks 
in the mud at their best, fair road su- 
pervision could be secured from town- 
ship road supervisors. But when the 
need for the through automobile road 
came, the mud road supervisor had to 
give way to the builder of concrete 


roads and to the highway engineer. 
The townships could not afford to em- 
ploy such engineers. Hence state 
highway systems have within the last 
decade and a half become the rule. In 
other fields of government also there 
has been a trend toward using units of 
government that are as big as the job 
to be done. People will not long nurse 
a tradition in favor of local govern- 
ment in matters where the local gov- 
ernment, is helpless. Consequently, 
much formerly done by the tawnghip 
or county is now done by the state, 
just as the nation is now doing much 
work formerly done by the state. 

For the same reasons also the field 
of international law is constantly 
expanding. International regulations 
are multiplying. No people will long 
be satisfied to let useful things go 
undone solely because existing na- 
tional governmental machinery is not 
adequate to the size of the job. 

Many Americans do not under- 
stand the virility of the League of 
Nations. But may not the very 
existence of effective government in 
Europe depend upon the success of the 
League of Nations? Post-war treaties 
so reduced the boundaries of certain 
European states that they are no 
longer effective economic units. More- 
over, their boundaries are not always 
contiguous with economic needs. Does 
not survival under such circumstances 
require the new type of co-operative 
governmental machinery represented 
by the League of Nations? 

Is it to our own public interest by 
isolation to wreck for years the maxi- 
mum purchasing power of our agri- 
cultural groups? The world today 
requires effective co-operation among 
nations. 

In the long run government will 
best serve its purpose by having ~ 
boundaries contiguous with the eco- 
nomic problems it must serve. Thus 
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our own growth as a nation has come 
about largely just because such matters 
as interstate commerce could be han- 
dled by the nation and not by the 
states. 

The trend toward larger units of 
government is no doubt here to stay. 


8. A Trend Toward Wider Participa- 
tion in Governmental Afairs 

In all of the main countries in the 
last ten years there has been a wide 
extensien of suffrage. This has in- 
cluded woman suffrage in this and in 
other countries and in addition a wide 
extension of manhood suffrage in 
European countries. Not only has 
there been a trend toward increasing 
the number of voters, but on .the 
whole new voters are participating in 
public activities in a degree older 
voters did not. Certainly no group of 
new voters has ever taken the general 
interest that the women voters in this 
country are taking and every indica- 
tion is that the same is true of women 
voters elsewhere. 

Coupling the trend in industry 
itself toward industrial democracy 
with this trend toward greater democ- 
racy in government, we can look for- 
ward no doubt to an increased amount 
of economie legislation. 

This economic legislation will prove 
harmful either if it places a burden on 
industry in the form of old age pensions 
or otherwise beyond the proper ability 
of that industry to bear, or if it tends 
to limit individual initiative or the 
zeal for production. The hopeful trend 
in this regard is that labor leaders who 
believe in increased production are 
coming into greater prominence both 
in this country and abroad. The 
present Premier of France—Edouard 
Herriot—is the leader of the Scien- 
tific Management School in that coun- 
try. And the American Federation of 
Labor in this country has officially rec- 


ognized the need for increased prot 
ductive power. 

If production is unduly limited, 
whecher by legislation, by trade union 
regulations, or by short sighted wage 
polides, standards of living must fall. 
It is only through increased production 
that standards of living can increase. 
Unnecessary handicaps to useful pro- 
duction are harmful to the public wel- 
fare. 

But this is aot to condemn all legis- 
lation either in the economic field or in 
the field of health, morals, or welfare. 
The useful well-being of all is just as 
important as the increase of wealth of a 
few individuals. And to do as one 
pleases is not the same as individual 
initiative. 

4. A Trend Toward New Exposure of 
Corruption in Public Life 

It has been a decade or two since we 
have had a real revival of exposure of 
corruption in public life. No one who 
knows the facts will question that the 
general atmosphere in Washington, 
D. C., for instance, in the past four 
years has been that “the lid is off.” 

There is a trend toward a revival of 
higher standards of ethics not only in 
the church but in business. This re- 
vival now starts in to clean up govern- 
ment. While it may not be to the in- 
terest of some one individual to have 
this exposure of corruption in public 
life come just now, yet in the long run 
certainly it is in the interest of all and 
certainly in the interest of freedom in 
production that corruption be sternly 
wiped out of public as of private life. 


IV. Soum Ways TOWARD INCREASED 
WEALTH AND HIGHER STANDARDS OF 
Lrvina 


Such are some of the important 
trends in industry, in community or- 
ganization and in government. Now 
what about the trends that will keep 
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us moving towards increased wealth 
and higher standards of living? Wealth 
comes from the application of toil and 
skill, physical or mental, to or through 
natural resources. The first two 
planks, therefore, in a platform of in- 
creased prosperity are: 

1. Increase in vocational and special- 
ized training, and in training for de- 
pendability. 

2. Conservation of natural resources. 


With both of these government has 
muchk to do. 


1. Increase in Vocational and Special- 
ized Training and in Training for 
Dependability 

The very decline in the abundance 
of our natural resources in this coun- 
try calls for greater skill in production. 

The earner of the future will require 
specialized training, and specialized 
training means vocational schools. 
Men cannot pick up trades by walking 
streets. And they do not learn to be 
carpenters by milking cows. And 
they do not learn to be chauffeurs by 
driving horses. The very mobility of 
modern industry necessary to meet 
modern markets requires special train- 
ing. The training of none is more im- 
portant than the training of the car- 
penters, and the mechanics and all 
those who earn their living by skill in 
factory and on the farm. 

While I believe in early training for 
making a living, I do not believe that 
this training should be so specialized 
as to make the individual feel that he 
must stay always on one job or in one 


Much has been said against a ma- 
chine civilization. But machines have 
made it possible for unskilled workers 
to acquire skill and by acquiring skill 
to inake a better living. Never in the 
history of civilization were the living 
standards of ehrners so uniformly high 
as in this present machine age. 


Machines cost money. This money 
comes from the savings of people. To 
destroy a machine is to destroy savings. 
The machine is the creature by which 
men and women largely ae and earn 
their living in these modern days. He 
who is careless with machines is care- 
less not only with his own job, but is 
careless of the savings and the work of 
others. Responsibility for property 
not one’s own is a quality of workman- 
ship essential to the very existence of 


_ success in one’s own life, as it igto pros- 


perity to the nation. 

Skill, Mobility, Dependability; these 
are the prime essentials to modern 
creative power, and these in turn fol- 
low best from an effective school sys- 
tem, with which government has so 
much to do. 


2. Conservation of Resources 


If prosperity isto be other than short- 
lived we must protect our natural re- 
sources. ‘This includes protection in 
soils; conservation in water power and 
in coal production and distribution; 
economy in the use of fuels; prevention 
of smoke nuisances; the development 
of new timber areas comparable to our 
growing needs; the conservation of 
products of our iron mines leading as 
that does to the public control of junk 
collectors; the conservation of human 
energies through instruction in schools 
as to diet and good health needs. In 
a thousand ways the action of the gov- 
ernment ties in to a true conservation 


program. 


3. A General Recognition thai the Com- 
mon Interest is Above Special In- 
terests 


Groups will always compete for a 
place in the Industrial Sun. The dis- 
tribution of: wealth is not a pink tea. 
There will always be struggles of one 
group with another. Farmers will 
not be contented when their prices 


é 


l 


POLITICAL AND GOVERNMENTAL TENDENCIES 19 


break and others prices are maintained. 
Wage earners will ever struggle for the 
greatest possible standard of living 
for themselves and their children. And 
profit takers will want all they can get 
as a reward for initiative and manage- 
rial and inventive genius. Fair com- 
petition in these group matters brings 
motives for increased production. Such 
motives we could not crush if we would 
and we would not if we could. 

But groups must also recognize that 
the «ommon interest of all is greater 
than the interest of any individual or 
of any group. Ina world of specializa- 
tion one group survives and prospers 
only as other useful groups survive 
and prosper. 

In our legislative bodies we will al- 
ways have, no doubt, farm blocs, trade 
union blocs, manufacturers’ blocs, in- 
vestment bankers’ blocs, newspaper 
blocs, blocs for every economic, racial, 
or social interest. There can be no 
prosperity, however, for any of these 
save as each recognizes the value of the 
other. This will come about only as 
there is a lively public interest para- 
mount to selfish interests. 


4. Social Ethics and Self-Government 
in Industry 


We have discussed above the trend 
in trades and professions toward set- 
ting up high standards of conduct and 
maintaining these standards through 
their own committees. Such self- 
government in industry is the basis of 
modern creative industry. 

Group interference to be sure with 
members of its own group may be as 
harmful as governmental interference. 
But at least group interference will 
have the advantage of being thor- 
oughly in touch with the needs of its 
own group. f 

Fundamentally a revival in ethics is 
imperative to increased wealth. Gov- 
ernment activities here can help much, 


but private initiative and endeavor 
born out of a true desire to be of service 
will help most. The church has new 
and greater duties in a complex in- 
dustrial world. 

Underlying our social ethics should 
be a sense of thrift. For capital 
comes out of savings. Out of savings 
come our great transportation systems 
that continue to serve regardless of the 
life or death of one or more individuals, 
as do our great electric generating 
systems that serve the needs of every 
household, ren our street cars, and 
furnish power to our manufacturers. 
Such great agents of creative industry 
are impersonal creators made possible 
through savings. Thrift in private as 
in industrial and national life is pre- 
requisite to any real increase in wealth. 


5. Economy and Reorganization in Gov- 
ernment : 


In this thrift government must do 
its share. Government cannot remain 
thriftless and expect individuals to be 
thrifty. To talk about putting less 
government in business and then 
simply bring about less business in a 
corrupt government is helpful neither 
to business nor to government. 

To talk about thrift in government 
is not to condemn all public expendi- 
tures. We often forget that most 
public expenditures have been in- 
curred by direct vote of the taxpayers 
concerned. The best creators of 
wealth are schools, welfare institutions, 
and public highways. And these three 
expenditures take the greater part of 
all local and state expenditures. Nine 
dollars out of ten of our national 
expenditures go to wars, past, present, 
and future. Certainly no one is going 
to suggest that we now repudiate „our 
war debts. But just to make possible 
constructive expenditures there should 
be a minimum of unnecessary public 
expenditures. 
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e Thus political graft in high places 
and waste of public money through in- 
competent political jobholders is of 
deep concern to everyone interested in 
an abiding prosperity. It is a waste 
both of toil and of human resources to 
spend a dollar of taxes in the mainte- 
nance of political drones in public 
office. To get the best income for all, 
all must be legitimate producers and 
this the political drone is not. 
Government, to be worthy of re- 
spect, must be effective. To be effec- 
tive now the territory governed must 
be coterminus with the need for govern- 
ment. We need continuous reorgani- 
zation in the functions of our local, 
state and national government, re- 
spectively, in order that each may do 
well what its changing present job is. 


6. A Fact Basis for Business and 
Public Judgments 

To get a basis for individual judg- 
ments nowadays requires facts as 
never before in our history. Life is 
more complex and more far-flung in 
its interests and needs. Human facts 
sooner or later array themselves in 
statistical tables. Statistics are un- 
interesting to many, but only through 
statistics can one mind project itself 
into the needs and facts pertinent to 
countless other minds. Statistical serv- 
ices, therefore, by nation, state, and 
city, and by every important indus- 


trial group is one means by which 
each group may know other groups and 
by knowing other groups place the 
common interest above special in- 
terest. What our agricultural experi- 
ment colleges have done for the farms 
in putting science where once there 
was tradition only, the laboratories in 
business and universities have done or 
can do in putting science in manufac- 
turing processes. Science must every- 
where relieve the human mind of the 
tyranny of prejudice and of traslitjon. 

Here, too, government has a dis- 
tinct service to perform—a_ service 
that can be performed only as each 
group member of the industrial family 
does its particular part toward pre- 
senting honestly and completely the 
facts pertinent to the industrial life of 
that group. Propaganda will get more 
nduseating as facts get to be more 
widely circulated. Misrepresenting 
facts in a democracy is like spitting at 
the cross in a Christian church. 

The greatest romance of all times 
lies in this: That we as a great 
nation have kept standards of living 
high in a world where low standards of 
living are all too prevalent. The 
fundamental secret of this romance 
lies in schools, in health and in creative 
power of individuals as applied . to 
natural resources. And with these 
fundamentals government must ever 
have a great deal to do. 
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Sales Policies and the Federal Trade Commission 
* By James T. Youne, Pa.D. 


University of Pennsylvania 


OW does governmeni action affect 

our sales policies? How far can, 

and should, the Federal Trade Com- 

mission go in regulating such policies? 

‘These queries, which are only differ- 

ent sides of the same question, are of 

gromimg interest to all national dis- 

tributors and have attracted wide 
attention in the press. 


POWERS OF THE COMMISSION 


The Commission’s authority as fixed 

by various laws! is: 

To prohibit unfair methods of com- 
petition in national trade; 

To prohibit exclusive or tying agree- 
ments which prevent dealers from 
purchasing fromwhomthey please, 
thus restraining trade or creating 
a monopoly; 

To prohibit restrictive or monopo- 
listic discrimination. in prices be- 
tween different purchasers in na- 
tional trade; 

To prohibit other forms of restraint 
and monopoly such as the control 
by one company over its compet- 
itor’s stock, etc. 


The law -emphatically lays down 
rules against such practices and re- 
quires the Commission to enforce these 
rules. 

Previous to 1914 a business concern 
which was injured by such illegal 
practices must fight its case out in the 
courts at the expense of much time 
and uncertainty. It was believed 
that, by creating the Commission, the 
expense and delay of litigation might 


1 Chiefly the Federal Trade Commission Act 
of September 26, 1914, and the Clayton Act of 


October 15, 1914. 0 
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be avoided by the less formal and 
quicker procedure which an adminis- 
trative body could give. 

This procedure is quite simple. The 
Commission’s agents, acting from an 
impartial or public point of view, review 
and sift the facts with care, and if they 
find that an unfair method of compe- 
tition has been followed, and that the 
public interest requires a proceeding 
by the Commission, the case is placed 
on the docket after notification to both 
sides. A formal hearing is then held, 
after which the Commission either de- 
termines that the practice complained 
of was illegal, and forbids it by an 
order to “cease and desist,” or that the 
law does not forbid the practice, 
whereupon proceedings end. If the 
party so restrained is dissatisfied with 
the order he may appeal to the courts. 

The procedure just described is far 
more speedy, cheaper, and in general 
more effective than the older method of 
court litigation. 

To ilustrate—a few manufacturers 
of mercerized cotton began to market 
their product under the name of “silk,” 
or “sewing silk,” or “cilk.” The 
manufacturers of genuine silk objected 
vigorously to this type of competition 
and applied to the Trade Commission 
for relief. That body first sent a 
memorandum on the matter to the 
companies using the objectionable 
labels, and received replies stating 
that there was no deception in their 
labels and that they were not in any 
sense practising unfair methods. The 
Commission then proceeded to set 
a date for a public hearing. This 
completely changed the whole aspect 
of affairs. The defendants at once 
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declared, their willingness to abandon 
thepractice. Nohearings were needed. 
No litigation followed and no further 
expense to either side was incurred. 
The general policy of the Commission 
has been to settle matters informally 
wherever possible. Frequently a mere 
notification with a summary of the 
facts, sent to a competitor who has 
transgressed the law, is sufficient to 


stop an illegal practice. 


Tur Trapn PRACTICE SUBMITTAL 


The term “unfair competition” in 
the Act of 1914 is one that has been 
used for centuries in England, Europe, 
andthe United States. It forms a part 
of the English Common Law and is dealt 
with at length in the commercial codes 
of the Continent. In our own com- 
mon law it occupied an established 
place long before the Federal Govern- 
ment in 1914 embodied it in the Trade 
Commission Act. Its meaning is fixed, 
not by an exact definition, but by a 
gradual consensus of opinion as to 
those practices which according to the 
standards of the time are unethical 
and illegal. 

The Supreme Court, faced by the 
necessity of giving some definiteness to 
the term, has attempted to do so first 
negatively and then positively. Inthe 
Gratz case, Federal Trade Commission 
v: Gratz, 253 U. S. 421, 1920, the Court 
said that the words “unfair method 
of competition” clearly did not apply 


to practices never heretofore regarded as 
opposed to good morals because character- 
ized by deception, bad faith, fraud, or 
oppression, or as against public policy be- 
cause of their dangerous tendency unduly 
to hinder competition or create monopoly. 


This was a negative description. 
The Court made it positive in Fed- 
eral Trade Commission v. Beechnut 
Company, 257, U. S. 441, 1922, and de- 
clared that when a trade practice did 


offend in the way above described it 
was an unfair method of competition. 

Therefore, in determining whether 
any sales policy is permitted by the un- 
fair competition clause of the Act of 
1914, we must ask: 

Is it marked by deception or bad 
faith or fraud? 

Is it oppressive to the competitors 
or to the public? 

Is it generally regarded as against 
public policy because it tends unduly 
to hinder competition or to creete a 
monopoly? 

The Commission, however, is an 
administrative body. It must apply 
the Court’s definition of “unfair” to 
countless changing facts and customs; 
it must find out when a sales policy 
is deceptive or oppressive or monopo- 
listic. 

In its efforts toward this end it has 
wisely adopted a plan known as “the 
trade practice submittal.” This is a 
conference of the chief manufacturers 
and distributors in any given industry, 
presided over by a member of the Trade 
Commission. It takes up in detail 
those evils of the trade which are 
traceable to unfair methods, and makes 
up a definite list of the practices which, 
by the consensus of opinion of those 
present, should be barred. This list 
is adopted in the form of a resolution 
and transmitted directly to the Com- 
mission for its advice. 

Such a trade practite submittal, of 
course, cannot be legally binding on 
the Commission, but is highly valuable 
in two ways: First, it secures some 


unanimity in the trade and directs the - 


attention of the leading concerns to the 
maintenance of standards; second, it 
strengthens the Commission’s hands 
in proceding against those who fail 
to conform to these standards, and 
enables the Commission to quote the 
expressed sentiment of the trade, in so 
doing. 


ye 





ri 


y 


ė 


/ 


SALES POLICIES AND THE FEDERAL TRADE COMMISSION 23 


What is a “gold-mounted” knife? 
Here the possibilities of fraud and un- 
fair competition are legicn. The need 
of some definite standard is generally 
admitted. A trade practice submittal 
was effected in 1922 in this field. What 
is a “gold-filled” or “gold-plated” 
watchcase? Representztives of the 
industry met a member of the Com- 
mission in January, 1923, and adopted 
a formal resolution. Some parts of 
this resolution are especially interesting 
ino of the claim often repeated that 
business interests generally. oppose 
government regulation: 


Now, therefore, We, the undersigned 
manufacturers of not less taan 75 per cent 
of all of the gold-filled or gold-plated watch- 
cases manufactured in the United States, 
in open meeting condemn the practice of 
guaranteeing gold-filled or gold-plated 
watchcases to last or wear for specified 
lengths of time, and we hereby petition the 
Federal Trade Commission to bring its 
action against (persons or firms which offer 
their watchcases as “‘guarerteed”’ or “ war- 
ranted” for a definite time. 


The reason for this remarkable decla- 
ration is that the 20- or 25-year guar- 
antee offered with so many watchcases 
has lead to widespread abuses and 
frauds by those who offer “gold-filled”’ 
cases of inferior quality. 

The oi business which has justly 
been regarded as an cpen field for 
unfair practices has been the subject 
of two conferences both in 1920 at 
Chicago and Denver. These were 
called at the instance of independent 
oil producers and dealers, and resulted 
in conference resolutions condemning 
such trade devices as: 


(1) False representation as to the 
value of a competitor’s prod- 


ucts. 

(2) Attacking a competitor’s finan- 
cial standing, integrity or 
ability. 


(8) Condemning a competitoy’s busi- 
ness because of size, either 
large or small. 

(4) Advertising so as to imply that 
competitor’s producers are not 
good. 

(5) Misrepresenting or misbranding 
oil products. 

(6) Secret rebates. 

(7) Commercial bribery, etc. 


A number of other conferences have 
taken up trade practices in the dairy, 
paper, and typewriter industries. In 
October, 1923, at the suggestion of the 
secretary of the Music Publishers’ 
Association of the United States, a 
trade practice submittal was held to 
consider the marking of musical publi- 
cations at fictitious prices. It was 
attended by publishers representing 
95 per cent of the output of standard 
sheet music. After discussion of the 
practice of marking such music at 
prices a little over one-third higher 
than the actual retail selling price, the 
publishers agreed that this practice 
was deceptive and might injure the 
public. The following resolution was 
then unanimously adopted: 


We believe the proper way of marking 
prices on music is to use the price at which 
it is expected the music will sell for at 
retail under conditions of normal competi- 
tion. 


The Trade Commission then also 
adopted this principle. Let us now 
glance at a few sales problems touched 
by the Commission. 


(1) STANDARDS oF BRANDING AND 
ADVERTISING 


The Commission’s interpretation of 
“unfair methods of competition” has 
a special bearing on the branding, ad- 
vertising, and representations as to the 
nature and quality of goods. It has 
often been said that 95 per cent of the 
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business world is honest. This is prob- 
ably true. -But it does not mean that 
this 95 per cent and the buying public 
should be deprived of protection from 
competitive misrepresentation and 
fraud. It is a remarkable testimonial 
to the practical need of the Commis- 
sion’s activity that, although certain 
influential producers whose methods 
have not always been above reproach 
are constantly criticizing the Commis- 
sion and seeking to undermine its 
strength and usefulness, there is also 
a counter-stream of demands from 
many sources that the Commission use 
to the full its protective power. It is 
equally true that these latter demands 
come from producers and distributors 
within the industries to be regulated. 
Not only the watchcase manufacturers, 
the jewelers, and independent oil 
producers as already noted, but such 
an influential group as the Associated 
Advertising Clubs and numerous other 
trade bodies, have asked that in their 
business the Commission shall aid in 
establishing and enforcing definite 
standards of competition. 


Risz or New STANDARDS 


It is indeed difficult to find an in- 
dustry organized on a national scale 
which is not becoming aroused to the 
need of such standards. In a previous 
number of The Annals, May, 1922, the 
remarkable scope and extent of this 
movement has been set forth. It has 
been ably guided and strengthened by 
the International Rotary Clubs, which 
have made this one of the cardinal 
planks in their program and have 
established a committee on business 
codes, to this end. 

The ideal means of enforcing such 
codes. would be also by trade associa- 
tions. But they are as yet too weak or 
too greatly hampered by the law to 
take drastic action against offenders. 

Meanwhile, until they become strong 


enough to enforce standards, the work 
of doing so must devolve upon the 
Trade Commission. In this activity 
it has been effectively supported by 
the courts. For example, the under- 
wear industry has been subject to 
especially keen competition until cer- 
tain standards of quality in the trade 
had ceased to have a practical meaning. 
“Wool” or “woolen’’printed on a box 
label might mean all wool or 20 per 
cent wool according to the necessities 
of the producer or his elasticity oPtt!n- 
science. The trade association had 
condemned this use or rather misuse 
of labels and brands, by a resolution 
setting forth that only products made 
entirely of wool should be so labeled. 
In Federal Trade Commission v. Ho- 
siery Company, 258 U. S. 483, 1922, 
the continued infraction of this resolu- 
tion by a large manufacturer was 
brought to the attention of the Com- 
mission. That body after a hearing 
ordered the hosiery company to cease 
and desist from the use of the terms 
“merino,” “wool,” and “worsted” on 
the labels of its cartons and packages 
containing underwear not made en- 
tirely of wool. Some of the garments 
were said to contain as little as 10 per 
cent of wool. 

The company objected to the order 


‘of the Commission; and the case com- 


ing to the Supreme Court, it was held 
that such a misuse of labels was an 
injury to competitors who made their 
products honestly, also an imposition 
on the public which might buy the 
garments on the strength of the repre- 
sentation made on the label. 

Such a practice, the Court held, was 
unfair competition and the Commission 
had acted legally in forbidding its 
continuance. 

For when misbranded goods attract 
customers by means of the fraud which they 
perpetrate, trade is diverted from the pro- 
ducer of truthfully marked goods. That 
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these honest manufacturers might protect 
their trade by also resorting to deceptive 
labels is no defense to this proceeding 
brought ggainst the Company in the 
public interest. 

The Court added a point which is of 
the utmost importance in the wording 
of labels. Answering the objection 
raised by the company that the words 
“wool,” “merino” and “worsted” 


had been so generally and loosely 


used to cover mixtures of wool and 
coe that no one was deceived by 
such labels, the Court said: 

A method inherently unfair does not 
cease to be so because those competed 
against have become aware of the wrongful 
practice. Nor does it cease to be unfair 
because the falsity of the manufacturer’s 
representation has become so well known 
to the trade that dealers, as distinguished 
from consumers, are no longer deceived. 
The honest manufacturer's business may 
suffer, not merely through the competitor’s 
deceiving his direct customer, the retailer, 
but also through the competitor’s putting 
into the hands of the retailer an unlawful 
instrument, which enables the retailer to 
increase his own sales of the dishonest goods, 
thereby lessening the market for the honest 
product. 


Similar difficulties have arisen on a 
large scale in the hosiery business, 
where in one year twenty orders to 
cease and desist were issued against 
companies and dealers who had so 
misbranded mixtures of cotton and 
wool and cotton and silk as to create 
the impression that they were made of 
wool or silk, respectively. 

The Commission has recently been 
called on to prevent deception or mis- 
representation in such widely separated 
fields as the imitation of existing firm 
names in wholesale shoe distribution; 
the sale of live stock medicines which 
did not contain the ingredients repre- 
sented; the deceptive advertisement of 
certain breeds of hogs, as being immune 
from cholera, pneumonia, and other 


diseases; the advertising of «a new 
brand of baking powder under an old 
name; the misleading advertisement 
that a retail company’s teas and 
coffees were personally selected by its 
representative in the finest plantations 
of the world, when 75 per cent of its 
teas and all of its coffees were purchased 
from wholesalers and importers in this 
country, etc. 


(2) PRICE PROTECTION 


A second point at which the Federal 
law frequently touches sales ‘policies is 
in the maintenance of retail prices. 
The aim of the manufacturer here 
requires little comment. Some na- 
tional producers make no attempt to 
maintain the retail prices of their 
products at any fixed, advertised level. 
Alongside of them in the same industry 
are other concerns which put forth the 
most strenuous efforts to protect such 
prices. In breakfast cereals, for ex- 
ample, the Quaker Oats Company 
allows retailers to market its products 
at any figure which they please. The 
Cream of Wheat Company pursues 
the exact reverse of this policy. On 
the whole, the price protection plan 
seems to have gained many adherents 
in recent years. The manufacturer 
reasons that a stable market for his 
goods is more important than retail 
price competition. Price-cutting dis- 
turbs his market and causes ferment 
and complaint among his distributors. 
It often proves most [costly to the 
producer. The latter wants peace, 
permanence, stability. Hence, the 
steady, insistent growth of price main- 
tenance campaigns. 

No serious legal question arises if the 
manufacturer can retain the ownership 
of his product until it reaches the 
consumer,——that is, if he can sell his 
product by agencies rather than 
through independent dealers. An 
agent is an employe, and the employe 
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may bé instructed as to the price at 
which goods are to be sold. But this 


is an expensive method. The man- ` 


ufacturer must finance the marketing 
of his goods, which means wrapping up 
large quantities of additional capital. 
Few producers today resort to a real 
agency method. 

If a manufacturer abandons the 
agency plan and sells his goods through 
independent dealers, his efforts to keep 
up the retail price after the goods have 
passed out of his hands encounter a host 
of legal problems. Let us examine a 
few of these: 

(a) He cannot contract with retailers 
that the latter shall sell his goods to the 
public only at certain prices. Such a 
contract would be an agreement to 
suppress competition in price. A con- 
tract to suppress competition, the 
courts have always held, is an agree- 
ment in restraint of trade. This 
would be a violation of the Anti-Trust 
Act; Miles Medical Co. v. Parke Drug 
Co., 220 U. S. 378, 1911. 

Even if the article produced is a 
patented one the manufacturer cannot 
hold the retailer to such a contract; 
Bauer v. O’ Donnell, 229 U.S. 1, 1918. 

(b) A producer may, however, re- 
quest dealers to maintain a certain 
fixed retail price, and if they fail to do 
so he may refuse to sell to those who 
cut prices. The distinction is that a 
“request” to maintain prices is not an 
“agreement” to do so. 

So when a soap company requests 
its retailers not to cut the list prices 
of its soaps and perfumes and exacts 
from them no pledge to comply, but 
simply asks them as a matter of trade 
policy that they adhere to the list, 
there is no agreement in restraint of 
trade; and the practice is legal so far 
as the Sherman Act is concerned; 
the Colgate case, 250 U. S. 300, 1919. 

(c) If the manufacturer, after re- 
questing dealers to maintain certain 


retail prices, employs investigators to 
report as to which retailers are cutting 
prices, refuses to furnish them with 
more of his goods when they db cut and 
then requires them before receiving a 
new supply to pledge themselves to 
maintain the regular retail list, he is 
practising an unfair method of com- 
petition, that is, one which is oppres- 
sive and tends to restrain competition 
or create a monopoly. Federal Trade 
Commission v, Beechnut Packing Co., 
257 U.S. 441, 1922. —, 

(d) Another method of price main- 
tenance, which has failed to stand the 
court test, is the so-called open price 
plan. The members of a trade as- 
sociation agree to send to the secretary 
a weekly or monthly statement of their 
sales, giving exact prices and quantities 
and grades. Sometimes they also 
report on the stock in hand of each 
grade and size. The secretary or other 
price-maintaining officer of the associa- 
tion digests this material and sends a 
weekly or semi-monthly letter to all 
the members, sometimes accompanied 
by an earnest plea to maintain existing 
prices. Each competitor is thus kept 
informed of the sales quotations of his 
rivals, and a strong influence to main- 
tain prices is exerted. The members 
do not combine to keep up their prices 
to any fixed level; they agree only to 
give information as to what they are 
doing and what stock they have in 
hand. 

The open price system led to such a 
noticeable maintenance and even in- 
crease in price levels that the govern- 
ment’s attention was attracted to it, 
and in American Column and Lumber 
Co. v. U. S., Dec. 19, 1921, the Su- 
preme Court declared it a violation of 
the Sherman Act. The Court 
pointed out that the whole purpose and 
effect of the agreement to furnish the 
information was to stop compelition in 
price, and that such an agreement was 
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therefore in restraint of trade and con- 
trary to the law. 

This seems to reach the border line 
between legal co-operation and com- 
bined restraint of trade. Every pro- 
ducer and large dealer needs informa- 
tion as to the general conditions of the 
market ip order to prevent serious 
blunders and losses. This information 
usually covers approximately the 
points mentioned in the lumber case, 
viz—the amount of goods of each 
kimdaen hand; and the ruling price. 

Secretary Hoover has clearly shown 
that a reasonable co-operation among 
competitors to these ends is necessary 
and proper, and that if the law does not 
permit such co-operation the law should 
be amended, or else the government 
itself will have to provide the informa- 
tion required. Intelligent competition 
must be based on comprehensive data. 


(8) Price DISCRIMINATION 


Closely related to the problem of 
price maintenance is that of price 
discrimination. Can a national pro- 
ducer sell to any persons whom he 
pleases and at any price that he pleases? 
Again we must observe the difference 
between agents and independent deal- 
ers in the retail trade. Any manu- 
facturer may designate another person 
as his agent. He may fix the price 
through his agent at any figure that 
he pleases. But if he sells his goods 
outright to an independent dealer he 
must bear in mind Section 2 of the 
Clayton Act, which forbids discrimi- 
nation in price between different pur- 
chasers where the effect is to lessen 
competition or create a monopoly. 
The teeth of Section 2, however, have 
been carefully drawn by a proviso that 
it shall not prevent ‘‘persons engaged 
in selling goods from select- 
ing their own customers in bona fide 
transactions and not in restraint of 
trade.” 


The rise of the chain store with its 
vast buying power has brought pressure 
on many manufacturers and wholesal- 
ers to sell to chain companies at a lower 
price than to small retailers. To 
counteract this, the little stores have 
pooled their buying and have de- 
manded of the wholesaler or the pro- 
ducer the same terms as the chain 
store for the same quantity of goods. 
Can the wholesaler or the manufac- 
turer legally discriminate in favor of or 
against either of these competing 
groups? 

Again, when a number of retail 
stores form a co-operative buying 
agency called a co-operative whole- 
sale company, this new concern comes 
into active competition with the old 
established wholesale companies al- 
ready in the field. The old line whole- 
salers demand that they be given a 
lower price than the co-operative. 
Can the manufacturer legally do this? 

The second question was answered 
in Mennen Co. v. Federal Trade Com- 
mission, 43 Sup. Ct. Rep. 705, 1923. 
The Mennen Company manufactured 
toilet preparations which it sold to two 
classes of dealers, wholesalers and re- 
tailers; the former, of course, secured 
the regular wholesale price, while the 
retailers were charged a higher rate. 
The company classed only the old 
line wholesalers as wholesalers. It 
placed the co-operative wholesalers 
in the retail class on the ground that 
their capital stock was held by retailers 
and that they were really purchasing 
agencies for the retailers. 

The Supreme Court ruled that the 
Mennen Company had not violated 
tke section because the “co-operative 
wholesalers” were in reality not whole- 
salers, but retailers. It also declared 
that when Section 2 of the Clayton 
Act prohibited discrimination which 
might “lessen competition,” it meant 
competition between sellers and not 
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between purchasers or retailers. Ac- 
cordingly the Mennen Company’s prac- 
tice was legal. 

A national producer may also favor 
chain stores and may even refuse to sell 
to co-operative or pooling buyers. 
This was decided by the Circuit Court 
of Appeals of the 2nd Circuit on May 
5, 1924, in Trade Commission v. Na- 
tional Biscuit Co. 

Section 2 of the Clayton Act, there- 
fore, has not proved a serious restric- 
tion upon sales policies. 

Pittsburgh Plus—Can a large pro- 
ducer, controlling about one-half of 
the product in his line, base his selling 
prices throughout the country on the 
price at one point, plus an additional 
charge for freight? The U. 8. Steel 
Corporation has for years sold most of 
its products on the Pittsburgh base. 
The Federal Trade Commission in a 
ruling just delivered has forbidden this 
practice on the ground that it is a dis- 
crimination in price contrary to Sec- 
tion 2 of the Clayton Act and is also an 
unfair method of competition. The 
Commission points out that steel is 
produced in the Chicago and southern 
districts at a much lower price than at 
Pittsburgh, yet the steel buyers of these 
regions are compelled to pay the“ Pitts- 
burgh plus”’ price. This discriminates 
against them to their great disadvan- 
tage and lays a burden on them which 
in view of their nearness to cheap steel 
is undue and unreasonable. The Com- 
mission claims that estimates show 
that an extra charge amounting to 
thirty million dollars for steel is paid 
by the farmers of eleven western 
states. 

In favor of the Pittsburgh plus plan 
it was urged that price stability was a 
great advantage to the nation as a 
whole and that the industry regarded 
as a national unit could better serve 
the public if allowed to operate on a 
national basis. It thus afforded not 


only the seller but the buyer of steel 
products a definite basis of calculation 
which was of the utmost value. The 
validity of the Commission’s order will 
be taken to the courts for final de- 
cision. 

The question also affects other basic 
industries such as zinc on which prices 
have been quoted from East St. Louis, 
lumber on which for many years Seat- 
tle prices were quoted, domestic beet 
sugar on which San Francisco, New 
York, and New Orleans prices=were 
used. It will take some time for the 
government and the public generally 
to realize that sales and distribution 
problems are developing along national 
lines and that the producer must base 
his prices upon factors of national 
scope and breadth. Ifthe maintenance 
of Pittsburgh or New Orleans and 
East St. Louis plus prices can enable 
an industry to produce and distribute 
more effectively on a national basis, 
the practice should be permitted. 


(4) Oramr RESTRICTIVE AGREEMENTS 


Another legal problem affecting sales 
policies is the maintenance of free, open 
competition as against artificial ob- 
structions. If a group of distributors 
combines in a refusal to deal with a 
manufacturer or a retailer, such a 
combination being “an agreement to 
restrain trade” is forbidden by the 
Sherman Act. This has been well 
settled in numerous decisions com- 
mencing with the Eastern States Lum- 
ber Dealers’ Association v. U. S., 284 
U. S. 600, 1914. This question is an 
exceedingly broad one. It usually 
arises in the following way: A manu- 
facturer or a wholesaler wishes to sell 
direct to the public while at the same 
time continuing to sell to retailers. 
The retailers, feeling that a wholesale 
concern should not engage in retail 
trade, agree among themselves not to 
deal with wholesalers who compete 
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also in the retail trade. But an agree- 
ment not to deal is an agreement to 
restrain trade, and is forbidden by the 
Anti-Trust*Law. 

So also is an agreement between 
wholesalers not to sell to a retailer who 
cuts prices, as we have seen. If a 
group of publishers, seeking to protect 
the retail sale price of their copyrighted 
books, publish a “cut-off list” con- 
taining the names of those retailers 
who persist in price-shading and cir- 
culate=this in the trade so that a cut 
price retailer is unable to secure & sup- 
ply of books, such a combined effort is 
again an agreement to restrain com- 
petition, contrary to the Federal law. 


EXCLUSIVE AGREEMENTS 


The “tying contract,” as it is some- 
times called, is an attempt by one pro- 
ducer to exclude others from certain 
channels of retail trade. To this end 
he stipulates in his contracts with 
retailers that they must not deal in the 
products of his competitors. For- 
merly a long list of commodities from 
talking machines and records to photo- 
graphic supplies were all marketed by 
this exclusive system. Our attitude 
towards it depends largely on our 
trade philosophy. If we believe that 
trade is best fostered in the public 
interest by allowing a very few large 
producers to secure exclusive control 
of retail facilities and thereby to ex- 
clude their competitors’ goods from 
the market, we shall favor the tying 
agreement. If we believe that the 
independent retailer is an outlet to the 
public which should be kept reasonably 
free for the marketing of many brands 
of goods, we shall oppose exclusive 
contracts. 

It is, of course, well understood that 
if a producer distributes his goods 
through agencies, he may require his 
agents not to deal in the products of a 
competitor; Federal Trade Commission 


v. Curtis Publishing Co., 260, U. 5.° 
568; 1928. It is also clear that a 
wholesaler may for a limited time 
sell two associated products only in 
conjunction with each other, such as 
steel tape and cotton bagging. This 
was established in Federal Trade Com- 
mission v. Gratz, 258 U. S. 421, 1920. 
Here there was reason to believe that 
speculators were attempting to secure 
control of the supply of steel tape; 
also there was no evidence to show 
that the pube interest had suffered 
by the wholesaler’s action. 

But the steady growth of exclusive 
contracts brought certain evils in its 
train, and in Section 8 of the Clayton 
Act it was made unlawful to lease or 
sell goods in the course of national 
trade on the condition that the lessee or 
the purchaser shall not use or deal in 
the goods of a competitor of the lessor 
or seller, when the effect of such a 
condition is to lessen competition or 
tend to create a monopoly in com- 
merce. The interpretation of this 
clause by the courts and the Commis- 
sion has been followed with keen in- 
terest by those in responsible charge of 
sales policies, || 

In Standard Fashion Co. v. McGrane- 
Houston Co., Apr. 10, 192%, the Su- 
preme Court applied this section. 
The fashion company manufactured 
and distributed “standard” garment 
patterns. It and other pattern com- 
panies were owned by a holding com- 
pany which supplied about two-fifths 
of the 52,000 pattern dealers and 
agencies in tne United States. The 
McGrane Company operated a retail 
dry goods store in Boston. In 1914 
the Standard Fashion Company made 
an agreement with the McGrane store 
by which the latter was to sell the 
Standard patterns. One clause of 
the agreement read, “The McGrane 
Company shall not sell nor permit 
to be sold on its premises any other 
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emake of patterns during the term of 
contract.” 

The Supreme Court held that this 
latter clause was a violation of Section 
8 of the Clayton Act. The McGrane 
store was not an agency of the Stand- 
ard Fashion Company, but an inde- 
pendent dealer. A substantial lessen- 
ing of competition or a possible monop- 
oly might result from the carrying out 
of such exclusive agreements on a large 
scale. The contract was therefore in- 
valid. ‘This decision makes it clear that 
wholesalers and manufacturers may 
not exclude the products of their com- 
petitors from retail stores by contract. 

They may, however, furnish a re- 
tailer with equipment and apparatus 
which are to be used exclusively to 
dispense their own lines of goods. 
For example, an oil company may 
furnish retailers and garagemen, at a 
nominal charge, pumps and tanks re- 
quired for the sale of their particular 
line of gasoline, and may attach to this 
the condition that these pumps and 
tanks shall be used only for their line 
of gasoline and not the gasoline of their 
competitors. This does not prevent 
the retailer from making similar con- 
tracts with other companies. He may, 
as many retailers and garagemen do, 
have two or even three separate pumps 
and tanks for the sale of the products 
of different oil companies. 

In the phonograph business it was 
for some years customary to restrict 
dealers by agreement to the sale of a 
single manufacturer’s phonograph and 
records. But this has now been aban- 
doned except where the retailer ceases 
to be an independent dealer and be- 
comes an agent. All large department 
stores now sell several makes of both 
talking machines and records. 

Several other points indirectly con- 
nected with sales policy have been 
before the Trade Commission for dis- 
cussion and settlement. Is a sub- 


stantial gift to the purchasing agent 
or other employes of a customer an 
unfair method of competition? A na- 
tional conference of purchasing agents 
has vigorously condemned such sub- 
stantial gratuities as being unethical 
and improper. On numerous occasions 
the Commission has been asked by 
manufacturers and distributors to take 
similar action. In one of the Circuit 
Courts of Appeal, the Commission’s 
effort to condemn this form of com- 
petition has been defeated. The gues- 
tion cannot be considered as finally 
settled until it has been passed upon 
by the Supreme Court. 


GENERAL ATTITUDE OF THE 
COMMISSION 


The duties which the law imposed on 
the Commission made it inevitable that 
it woud encounter the opposition of 
certain strongly intrenched interests. 
On frequent occasions the Senate has 
passed resolutions requiring the Com- 
mission to make inquiries and investi- 
gations. These have necessarily 
aroused opposition from important 
groups in the industries to be investi- 
gated. The Commission’s authority 
has been fought at every point by these 
groups, and strong efforts have been 
made to discredit it in the court of 
public opinion. This is to be taken as 
a matter of course in the development 
of any government body which pos- 
sesses real authority either to regulate 
or to make inquiry. The mere in- 
vestigation of many practices which 
would not bear the light of day has 
been sufficient to cause their abandon- 
ment. As the Commission’s powers 
have become more clearly defined and 
as its usefulness has grown, the hos- 
tility of the interests concerned has 
become more marked. For these rea- 
sons it is seldom that we find in the 
public press an unbiased view as to the 
Commission’s attitude and service, 
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It is notable that of eight general 
investigations made by the Commission 
in 1923, six were ordered by the Senate 
and one by the President. The most 
violent criticisms of the Commission 
have been incurred by its efforts to 
secure the information called for by 
these Senatorial requests. Nor may 
we fairly charge the Commission with 
attempts to regulate contrary to public 
sentiment, or contrary to the well- 
known facts in an industry. The Com- 
missir use of trade practice sub- 
mittals has kept it close to tbe real 
public opinion of the leading trades. 
Its most valuable work from the stand- 
point of the national distributor is: 

(a) Its aid in formulating trade 
standards through national 
conferences. 

(b) Its efforts to enforce these 
standards once they have been 
established. 

(c) The tribunal which it offers for 
the smali as well as the large 
producer and distributor to 
press his cause to a hearing 
without inordinate expense 
and delay. 

(d) The vast majority of matters 
taken up by the Commission 
are settled satisfactorily with- 
out appeal to the courts, and 
most of the applications are 

- adjusted without even formal 
docketing. In the fiscal year 
1922-23 the Commission’s ac- 
tivity was requested in 1,169 
separate matters. Of these, 
646 were handled informally 
by correspondence. In only 
416 were the papers docketed 
as applications for fcrmal pro- 
ceedings. Because of its very 
success in securing an amicable 
and quiet adjustment of trade 


disputes the public hearg com- ° 
paratively little of this, its 
best work. Its results on the 
whole have been excellent. 


Our FUTURE Poricy 


(1) Our national and state laws 
should be changed to permit of the 
further growth of trade associations. 
Our government should even encourage 
and assist in this growth. The trade 
association is the natural means of 
expressing the standards of an in- 
dustry. Far from restraining or sup- 
pressing such associations we should 
foster them. From present indications 
they are bent on raising the level of 
competition. 

(2) We should adopt the proposal 
already made by the Trade Commis- 
sion in 1919, that agreements to main- 
tain prices in certain staple articles in 
national trade shall be legalized if and 
when approved by some government 
authority which is equipped with fact- 
finding facilities. 

We have already adopted this prin- 
ciple in the railway and shipping laws. 
Both of these acts permit certain com- 
binations if and when they are ap- 
proved by the Interstate Commerce 
Commission or the Shipping Board, 
respectively. The basic weakness of 
price-fixing agreements is that they 
tend to inflated price levels unless 
checked by some regulative force. 
The ordinary cornpetition of trade has 
not been sufficient in the past because 
the chief competitors themselves make 
the agreement. If agreements in cer- 
tain staple lines were examined by the 
Trade Commission to determine 
whether they protect the public ade- 
quately, this weakness would be re- 
moved and a greater measure of trade 
stability could be assured. 


Banking and Its Relation to New Wealth 


By Frank PARKER 


Wharton School of Finance and Commerce University of Pennsylvania 


REVIEW of the relationship be- 
tween banking and the produc- 
tion of new wealth may be undertaken 
with a more modest gesture if the piv- 
otal terms “banking” and “wealth” 
are more concretely defined. For the 
aspect of the relationship would be ma- 
terially different if the term banking 
were deemed to embrace the whole field 
of banking activity, including therein 
all forms of banking and investment 
institutions whose functions relate to 
the accumulation and distribution of 
wealth, and if the significance of wealth 
were arrived at by implication of the 
individual reader. In this discussion, 
the term bankingis confined to commer- 
cial banking institutions whose primary 
function is to foster the production of 
wealth, whereas wealth is anything 
that satisfies a human want and is not 
unlimited in quantity. The adoption 
of the economic definition of wealth is 
not to be construed as a disparagement 
of the other definition that wealth de- 
notes anything that contributes to hu- 
man, welfare, but it is somewhat in- 
congruous to explain the relationship 
between a class of institutions dealing 
with specific items and things capable 
of exact measurement, and a general 
condition such as welfare, the concept 
of which will vary with the individual 
reader. 

The relation of banking to new 
wealth is conditioned by the ade- 
quacy of existing banking facilities 
and the character of administrative 
policies adopted by banking institutions. 
Manufacturing, commerce, and trans- 
portation are inextricably intertwined 
with banks by virtue of the media of 
exchange furnished by the latter. 
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Thus banking may be said to occupy a 
critical position in the production of 
new wealth, for its influence is mani- 
fested at various points in the produc- 
tive process which transmutes raw 
materialinto a finished product and dis- 
tributes it to ultimate consumers. «The 
exchenge of credit between merchants, . 
the accumulation of capital for produc- 
tive enterprises, the development of a 
merchandising program, and to some 
extent the purchasing power of the con- 
sumer, eventually come in contact with 
or are dependent upon the operations 
of banking institutions. 
that the adequacy of banking facilities 
and the character of service rendered 
thereby are two significant factors af- 
fecting the production of new wealth. 
If accretions to wealth are desirable, 
then it may be appropriate to consider 
some of the principles relating to in- 
creased banking facilities and service. 


ADEQUACY or BANKING FACILITIES 


Banking facilities, as the phrase is 
here used, are not synonymous with 
banking service. Banking facilities 
are concerned with the physical exist- 
ence of banking institutions; banking 
service relates to the attitude and pol- 
icy assumed by officers of banking insti- 
tutions. The adequacy of banking 
facilities may be gauged by the number, 
geographic location, strength, sound- 
ness, and adaptability of banking insti- 
tutions. 

While the number of banking in- 
stitutions in operation would seem to 
be a reasonably accurate indicator of 
adequacy, the business policy of the 
bank's officers and the form of corpo- 
rate organization used may give to the 


It follows © 
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problem a somewhat differe}; complex- 
ion. A mere numerical i tone of 
banking’ institutions in a t ommunity 
does not negessarily involve oni 

in banking facilities, nor, OG a iran 
does a numerical decrease s} : 
cline therein. The legal ai? qis 
endorsement of branch : ‘cht 
well produce a relative incr, 8 a 

crease respectively in the I om ne of 
corporate banking entities, . th is 
changing the absolute numb¢ thank 

ingeunits offering their servic ° rae 
community. The tenden to ais 
consolidation of smaller Paced se 
evident especially in the prin "8 units, 
mercial countries of the w 
therefore evoke no con 











to consolidation fre- 
the parent institution 
and its facilities through 
nd the possibilities of securing 
economies of operation may 
rve as a further incentive to the es- 
tablishment of branches. Communi- 
ties recently have become agitated by 
the imminence of-an imaginary bank- 
ing power of Brobdingnagian propor- 
tions. Usually banking institutions 
must attribute their existence to the fact 
that they perform a necessary public 
service in the community in which they 
sate. As public service institutions 


parent banks with branches will be, 
compelled to make their practices 
conform to the same acceptable stand- 
ards. 

Differences in the number of bank- 
ing institutions in different geographic 
sections of a nation has often led to mis- 
taken conclusions. For example, in 
the United States it is sometimes as- 
serted by business men in certain sec- 
tions of the country that they are ham- 
pered in the production of wealth by 
inadequate banking facilities, whereas 
banking facilities are redundant in 
other sections. A cursory examination 
of the matter, however, shows that this 
statement ignores the conditions prec- 


, edent to the establishment of a bank- 


ing institution. To assume that the 
organization of a bank is a haphazard 


. undertaking in which provincial pref- 


erence and bias play a predominant 
part, is to disregard the fundamental 
business reasons responsible for the es- 
tablishment of a bank. Capital must 
be raised and customers must be at- 
tached for a bank as for any other busi- 
ness enterprise, and it is natural for the 
organizers of a bank to select that com- 
munity in which success is most likely 
to crown their efforts. An examination 
of the figures prepared by the National 
Bureau of Economic Research, indicat- 
ing the relative wealth of the different 
states in the United States (as meas- 
ured by the income of the chief citizens 
thereof), shows that the Middle 
Atlantic states have an income 700 per 
cent higher than the states of the Rocky 
Mountain district, and that the states 
in or proximate to the Mississippi/Valley 
have an aggregate income 400 per cent 


_ higher than the states along the Pacific 


Coast. It may not be amiss to note 
again that branch banking might help 
to remedy the condition so frequently 
decried. Theinauguration of a banking 
institution in a community compara- 
tively isolated is much more likely to be 
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effected by an already existing institu- 
“tion With large resources and a trained 
personnel than by a group of local 
business men perhaps quite unfamiliar 
with banking principles and customs, 
Moreover, the prestige of a large parent 
institution is often sufficient to permit 
of substantial economies in operation— 
such as an inexpensive bank building 
and a smaller but more efficient person- 
nel—which could hardly be used by a 
new local institution without the risk of 
disparagement in the eyes of prospec- 
tive customers. 


BANKING STRENGTH AND New 
WEALTH 


While the strength and soundness of 
banking institutions are not susceptible 
of accurate measurement, nevertheless 
they are more satisfactory criteria of 
the adequacy of banking facilities, 
Strength and soundness do not signify 
the same thing. The generally ac- 
cepted measure of strength of a bank 
is the size of its capital and surplus 
accounts, since capital and surplus com- 
bined represent a fund of ultimate pro- 
tection for the customers of the institu- 
tion. Soundness, on the other hand, is 
Judged by the quality of the bank’s in- 
vestments, this quality being tested by 
the ability of the bank to fulfill its obli- 
gations to its customers on demand. 
The facilities that a bank can offer to a 
community engaged in the production 
of wealth are determined by the 
strength of its capital fund and the 
soundness of its investments, The 
generally accepted relation between 
capital and surplus and the lending 
power of the bank, as gauged by its de- 
posits, is now deemed to be 10 to 1; a 
higher ratio indicates an overburden- 
ing of the capital resources of a bank, a 
lower ratio suggests subnormal activity. 
Apart from the minimum capital re- 
quirements expressed either in Federal 
or in state statutes, the development of 
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ness which was not existent wher 
counts were taboo and the form of com- 
mercial paper differed materially from 
one section of the United States to the 
other. Enactment of more rigid bank- 
ing laws and the introduction of more 
stringent bank examinations have like- 
wise increased the strength of banking 
institutions and hence enhanced their 
effectiveness for the production of new 


of our states, in ord 
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G A8 A PROFESSION 

e administrative policy of banks 
timately connected with the pro- 
duction of new wealth. Mere existence 
of banking facilities in a community in 
no sense assures that community of 
adequate service. Businessenterprises 
‘ seeking to use the facilities which banks 
preyide must convince the banker of 
the soundness of the enterprise seeking 
funds and at the same time submit 
plausible evidence of the desirability of 
utilizing the funds in the manner indi- 
cated. Assuming that the enterprise 
is inherently sound and that the funds 
requested are to be used in the process 
of production, then whether the banker 
responds to the measure of his opportu- 
nity depends on the scope of his busi- 
ness perspective and the nature and 
technique of his credit policy. 

The significance of business perspec- 
tive as a factor affecting the adminis- 
trative policy of a bank has not always 
been appreciated. Administration of 
banking institutions in the United 
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States has been handicapped, by the 
prevalence of the impression that bank- 
ing was a business that demanded no 
training and had no technique. Criti- 
cism was encountered by individual 
bankers, not because they consciously 
sought to defeat the purpose for which 
a bank is supposed to exist, but because 
they lacked the point of view which 
dignified the profession of banking in 
the older commercial countries of Eu- 
rope. Part of the difficulty was due to 
an incomplete understanding of the 
philosophy of bank credit and the prin- 
ciples governing the extension of credit. 
Banking was regarded as & carry-all 
for successful business men. Business 
men seeking a position of honor in their 
community immediately bethought 
themselves of a banking institution, 
and, consequently, the organization of 
a bank was in their eyes merely a busi- 
ness of soliciting the necessary number 
of accounts, hiring a minimum number 
of employes, securing a satisfactory 
site and installing a burglar proof 
vault. That banks had a public serv- 
ice to perform was beyond their 
purview, with the result that banking 
institutions were founded without any 
conception of their economic responsi- 
bilities to the community in which they 
operated. The assumption that bank- 
ing was a business in which the pinna- 
cle of success was synonymous with 
maximum profits reflected itself in the 
administrative policy of the institution. 
Loans were extended, securities were 
floated, investments were made with 
the primal purpose of increasing the 
dividends of the stockholders of the 
firm. Servicetothecommunity seemed 
to be a secondary consideration. Al- 
though the puolic provided the major 
part of the working capital of a bank, 
its rôle at best was grudgingly acknowl- 
edged, and the obligation of every 
banking institution to promote the pro- 
duction of wealth to the maximum of 
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ifs capacity within the bounds of safety 
was only partially discharged. 


Revisinec Loan AND CREDIT 
POLICIES 


Fortunately this point of view is rap- 
idly disappearing. The exigencies of 
the war compelling banks to assist the 
government and industry induced a 
number of fundamental concessions in 
banking policy. A conservatism which 
insisted emphatically upon “being 
shown” in every request for credit be- 
gan to be modified by a progressiveness 
that had the vision “to see.” The old 
idea of a bank being a pawn shop in 
magnifico has today been supplanted by 
a rational liberality that seeks to spon- 
sor the development and growth of new 
productive enterprises. Extensions of 
credit are no longer visualized solely in 
terms of gray-haired executives with 
wads of collateral to the exclusion of 
younger managers with small, sound, 
and growing businesses. Much re- 
mains to be done by way of establish- 
ing a more intimate relationship he- 
tween banks and business enterprises. 
The reluctance of some business men to 
resort to banks for working capital is as 


much attributable to the predatory tac- , 


tics with which they have been con- 
fronted as to the old-fashioned desire to 
keep out of debt. For example, the 
proprietor of a reasonably large enter- 
prise stated recently that he preferred 
to carry his working capital fund in the 
form of a bank balance or short term 
investments, even though it involved a 
higher cost of financing, than to borrow 
working capital from the banks and 
thus place in the hands of ‘predacious 
bank directors engaged in the same 
business, confidential information that 
might eventuate in his commercial un- 
doing. On the other hand, unlimited 
opportunities exist, in the United 
States especially, to establish an entente 
cordiale between the business man and 


his bank be \sed upon mutual trust. In 
idee “at the signal success which has 
naked Ene. affiliation between banks 
and kartels #2 Germany, the feasibility 
of ai ch a “lationship brooks no ques- 
Gon. "virtue of his many-sided 
ar BY ch business enterprises, the 
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spective en slag al 
ement entering 
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men, typified by lawyers, 
Professional eers, chemists, etc., repre- 
doctors, e icians whose work de- 
ditions the mechani- 












been accorded but 
commercial banking i 
their request for loans has 
panied by the presentation 


sional men are seldom in a position 
to accumulate collateral commensurate 
with the importance of their services in 
the productive process until they have 
reached an age where the personal ele- 
ment of the credit risk becomes hazard- 
ous. Certain classes of banks presum- 
ably created for the purpose of making 
loans to professional men have not as 
yet reached the point where they can 
attract this clientele. Whether loans 
to prafessional men are within the 
range of commercial banking may be 
open to discussion, but in any event 


there exists here an opportunity to en- ` 


large the administrative policy of a 
bank so as to include therein loans to 
this class of individuals who create and 


‘direct the processes of production. 


CHANGE IN CREDIT TECHNIQUE 


The transformation in the philosophy 
of bank credit has reflected itself in 
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changes in the technique of bank credit. 
Handshake credit predicated on agree- 
able personalities is being supplemented 
by a scientific analysis of business en- 
terprises seeking funds. Emphasis is 
being placed upon figure facts and sig- 
nificant progress has been made in 
credit work through careful analvses of 
financial statements. It is not to be 
assumed, of course, that the personal 
element involved in every business en- 
terprise is ignored in the new credit 
techfiique. What has happened is 
that bankers are increasingly receptive 
to figures which set forth inexorable 
records of the status of a business enter- 
prise. Thus definite progress is being 
made in the development of a scientific 
approach to credit extension; during 
the last five years banking literature 
has been enriched by texts and mono- 
graphs elaborating the principles of 
comparative ratio analysis. While the 
possibilities of statistical analysis of 
business enterprises is yet in its experi- 
mental stage, it is nevertheless the 
aim of banks and credit men to formu- 
late principles and methods of analysis 
of the capacity of the business man 
which will serve as an accurate check 
against the information relating to his 
character. 


Bangs Cannot Avori Riskse 


Recently opinions have been ex- 
pressed that the enlargement of activi- 
ties of commercial banks occasioned by 
the last war gave to many a false con- 
ception of the use of credit and even 
distorted the viewpoint of some bank- 
ers. It was to be expected that the in- 
crease of loans secured by collateral, 
consisting of government securities and 
fixed assets of business enterprises, in 
conjunction with the sudden collapse of 
prices and business activity in 1920, 
should induce banks to become more 
cautious, but it would be unfortunate if 
the exigencies of war and the lack of 
familiarity with the principles of busi- 
ness cycles were used to constrict and 
warp the loan policy of commercial 
banks. The lesson to be extracted 
from the disastrous effects experienced 
by individual banks following the crisis 
of 1920, is not that risk can be com- 
pletely avoided by a progressive bank, 
but rather that the principles governing 
the operation of business enterprises, 
individually and collectively, ought to 
be painstakingly studied. Progressive 
commercial banking conducive to the 
maximum. production of wealth can 
hardly be conducted without the as- 
sumption of risks. 


Chemistry as a Source of New Wealth 


By Ivor Grirriru, Pu.M. 


Editor American Journal of Pharmacy; Assistant Professor of Pharmacy, Philadelphia College of 
Pharmacy and Science 


Take interest, I implore you, in those sacred dwellings which one designates 
by the expressive term: LABORATORIES. Demand that they be multiplied, 
that they be adorned: these are the temples of the future—temples of well- 
being and of happiness. There it is that humanity grows greater, stronger, 


better. 


HEMISTRY is the keystone sci- 
ence. It is the cardinal creative 
science. The earth and all above, 
upon and below its surface is built of 
the ninety odd chemical elements, and 
their multifarious combinations. Sub- 
tract these elements and their com- 
pounds from the universe as we know 
it—and there is nothing left. Our con- 
scious beings, and our unconscious en- 
vironment, are made of the same ma- 
terial. Thus we note the fundamen- 
tality of chemistry. 

But we cannot ignore, in this con- 
nection, another equally fundamental 
science—namely: Physics. Together 
these sister sciences—branches of the 
all-important doctrine of matter and 
energy—are the substructure where- 
upon rests all the other sciences. 
Chemistry is our substance, and chem- 
istry and physics control our very lives. 
Each breath—each thought —each 
pulsing heart throb—are in their cer- 
tain jurisdiction. 

But despite this all-importance of 
chemistry, nian has but recently come 
to peer beyond its bounding fringes— 
and only then because of forced in- 
terest. The transient modes of life— 
the swiftly changing preblems of his 
earthly tenantry have urged him more 
and more to the intimate study of this 
inexhaustible science. And as scurry- 
ing time builds up its scheme of cen- 
turies man will continue to extract from 


Louis Pasraunr. 


this prolific source wonders and won- 
ders that shall reach beyond his wildest 
expectations. 

Yet all these were, when no Man did them 


know, 
Yet have from wisest Ages hidden beene; 
And later Times things more unknown shall 
show. 
Why then should witlesse Man so much 
misweene, 
That nothing is, but that which he hath 
seene. 


Tue Tram or CHEMICAL PROGRESS 


Indeed in chemistry the accomplish- 
ments of yesterday dissolve without a 
trace into the vastnesses of tomorrow’s 
possibilities. Yet we cannot belittle 
overmuch these accomplishments of 
other years, for it was an early chemical 
discovery that carved the first deep 
line of difference between man the time 
binder, and beast the space binder. 
This was out in the primeval timber- 
land when man by accident came upon 
that chemical force called fire. This 
may be truly called the primary “ epoch- 
making discovery ’—and the cycles of 
human progress have ever followed in 
the wake of such discoveries of chem- 
ical things and chemical forces. 

This fire agency was forthwith put 
to work in the extraction of the then 
noble metals from their respective ores. 
Thus was heralded first the age of 
bronze. 
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Born of fire next came iron—possibly 
the master creation of the crude chem- 
ist of the past. Tools of chipped stone, 
crude in thtir conception and cruder 
still in use, gave way to sharper blades 
of bronze, and then iron and tempered 
steel. The empiricism of the blunt 
stone chisel changed to the knife edge 
precision of instruments built of steel. 
And consonant with the change in tools 
came a like change in the thoughts and 
ideals of man. The blunt mentality 
of the cave men keened itself in the 
temper of the times to the philosophic 
sharpness of the later age thinkers. 
Better tools meant better tasks, and 
better tasks meant brisker thinking. 

Brisker thinking soon realized that 
systematic study of the natural sci- 
ences would bring to light still greater 
things. Thus the abstract philosophies 
of Athens and the flighty hypotheses 
of the dreaming alchemists, who sought 
the impossible though often stumbling 
upon the profitable, gave way to the 
methodical researches of a new group 
of learned men. These men studied 
carefully the fundamental chemical and 
physical laws so that with their under- 
standing useful discoveries would in 
time become more common. They 
would be incidents, not accidents. 

Through the efforts of such men as 
Bacon, Huxley, Dalton, Lavoisier, 
Mendeléeff and many other inveterate 
workers in the realm of pure science— 
there dawned upon the world a new 
light. 

Like the beams of a superlative 
searchlight tearing apart the night, 
came finally the realization of the im- 
portance of this science of chemistry in 
its manifold bearings on life and on the 
living. But it had taken the world a 
tedious span of time to recognize the 
practical values of this great science. 
Not indeed until the commencement of 
the 19th century did it become well 
established as a most important factor 


in shaping the destinies of men’ and 
nations. Since then its progress has 
been in leaps and bounds. 

The trail of chemical progressthrough 
the centuries followed step by step with 
slow convincing tread. It led from 
the idea of the chemical element to 
the isolation of the then important 
elements, the establishment of the 
quantitative laws of chemical combi- 
nation, the application of the atomic 
theory to explain chemical reactions, 
and of the idea of valency, to molecular 
constitution and structure, and thence 
to the study of the intimate constitu- 
tion and property of the atom. To- 
day although “the trail is still awind- 
ing’ no one can foretell its ultimate 
destination. 

There is no end to its promises; 
there is none of its promises that may 
not be fulfilled. Much has been dis- 
covered, but there is an uncharted 
domain yet untouched whose bound- 
aries are too wide for conception. Nor 
can we penetrate this vastness by sheer 
imagination. For in chemistry dream- 
ers seldom get ahead. Sir William 
Pope in a recent lecture expressed the 
following sentiment: 


All inquiring minds in science are accus- 
tomed to peer into the future in an attempt 
to discern the directions in which progress 
is possible; hundreds of imaginative writers 
have tried to foretell the effects upon hu- 
man life which will accrue from coming ad- 
vances in science. In this connection I 
desire to submit one ruling principle—a 
principle which is admirably exemplified 
by the directions of progress during the 
present century and which appears to be as 
yet but ill recognized. The principle is 
that all scientific prophecy which goes out- 
side what will obviously and logically result 
from the normal and unsensational develop- 
ment of the existing scientific position is 
necessarily false. No one in 1900 ever con- 
ceived anything so sublime knd yet so fan- 
tastic as the achievements of the past quar- 
ter of a century. 
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“Chemistry as a Source of New 
Wealth” opens then a fertile field for 
pert conjectures. But only with chords 
already sounded is it well for us today 
to tune our prophetic symphony. ‘The 
painful deductions made by careful 
observers of experimental facts are at 
our disposal, and we can sense much 
of their meaning. Our wide outlook 
gives us a chance to safely predicate 
the future. 

Let us briefly inquire into the rela- 
tions between chemistry and industry. 


CHEMISTRY Pornts Roap TO 
CONSERVATION 


In this connection the outstanding 
theme of the current generation is the 
speculation concerning the depletion 
of its known storehouses of energy. 
The whirling progress of the present, 
so alarmists state, is consuming its 
capital of resources. The world is 
being impoverished and posterity em- 
barrassed by the lavishness of the cur- 
rent generation, in its expenditure of 
coal and petroleum residues. 

To the scientist, however, this gives 
but little concern. He knows that 
posterity will not be long embarrassed, 
for with the insight already gained into 
energy changes of reacting chemicals, 
and the possibilities of growing our 
motive fuel as we grow our body food 
fuel—new sources of energy will have 
been found long before our natural 
resources shall have been exhausted. 
Posterity with its scientific inheritance 
can well grapple with its own problems. 
In this as in all things—‘sufficient 
unto the day is its own troubles.” 

Nor do we ignore in this connection 
the need for conservation born not out 
of denial, but out of a careful nursing 
of our present stocks. Let the wheels 
of progress not stop, but rather pro- 
ceed unhindered with watchful expend- 
iture of its available energy stores. 
Chemistry leads the way, and the way 


of chemistry is neither wasteful nor 
unmindful of tomorrow. 

In England, after Waterloo, all good 
Englishmen planted acorns so that 
Britannia might ever rule the waves 
and never lack for sturdy oak where- 
with to build her battleships. It was 
an idea consummated in pure loyalty, 
but it bespoke no real vision. For the 
Englishman builds his battleships to- 
day with bands of steel—and his oaks 
are only fashioned for his coffin. 

Concern over the exhaustion of*our 
natural fuel resource is just as unseemly 
and irrational as the oak planting no- 
tion. Of course conservation is wise 
and necessary—but there is no need 
for extravagant alarm in this direction. 
Dr. Slosson, author of that matvellous 
book Creative Chemistry, in his inimi- 
table style handles a prophecy of other 
fuels in this manner: 


But our supply of petroleum will some- 
time run short, in a dozen or fifteen years 
at the present rate of consumption, accord- 
ing to the estimates of the oil in the ground 
by the U. S. Geological Survey. Sooner or 
later at any rate we must grow our fuel, as 
we grow our food, from year to year. Itis 
interesting now to recall the prophecy of 
Dr. Diesel, shortly before his mysterious 
disappearance from the night boat that 
was carrying him from Germany to Eng- 
land just before the war. He foresaw the 
time when mineral oil would be exhausted, 
and then, he said, the supremacy of the 
sea would go to that power which possessed 
the most tropical territory for growing vege- 
table oil. Dr. Diesel has been dead but 
ten years, yet already in Africa boats are 
run with palm, cottonseed, and peanut oils. 
Diesel engines are reported to run on leas 
than ten ounces of cottonseed oil per Brit- 
ish horsepower-hour at a thermal! efficiency 
of 24.5 per cent. 


And growing our fuel is not nearly 
as impractical as it seems. We grow 
a great deal of it as it is. Take the 
production of alcohol for instance. A 
little active seed is planted. Out of 
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the earth and out of the sun-flooded 
ether the little seedling draws its sus- 
taining energy—and binding the energy 
in its maketup it grows to full maturity. 
Man cuts it down, soaks it in water 
awhile, and through the agency of an 
added yeast cell, changes its starch to 
sugar and thence to alcohol. The 
energy bound by the plant is now con- 
tained in the alcohol, whence it can be 


promptly utilized when needed. In. 


alcohol there is great promise as a fuel, 
for’ the forces that the little seedling 
drew out of the earth and out of the 
sunlit ether are now locked in the 
atomic embrace of the fluid alcohol, 
only waiting an opportunity to work. 
One only has to imbibe a portion of it 
to know its availability in this direc- 
tion. 

It is in the integral forces of the inner 
atom, however, that man may some 
day find his greatest fund of energy. 
The physico-chemical] studies of radium 
and radium emanations are still very 
incomplete, but we know that com- 
pressed into the atoms of this amazing 
element is a measureless amount of 
electronic action. 

Someday perhaps, this or solar en- 
ergy and other similar forces will be 
strong in the service of man—whirling 
the buzzing wheels of industry—chang- 
ing night to day—mounting the dizzy 
avenues of air and coursing steady 
through the lanes of ocean commerce. 


SYNTHETIC CHEMISTRY [NCREASES 
PRODUCTION 


President Coolidge, speaking re- 
cently to the delegates of the American 
Chemical Society, praised chemistry’s 
service to the nation in peace and war, 
declaring that the 


; work of the chemist has raised 
the level of our civilization and has in- 
creased the productive capacity of the 
nation. 

Modern life has become extremely com- 


plex. We are enjoying comforts aud ads 
vantages undreamed of a generation ago. 
‘These have become possible to a large meas- 
ure through the knowledge and work of the 
chemical profession. Industry is learning 
to apply the knowledge of the chemist in 
its processes. Each step by which the prod- 
ucts of the soil, the forest, and the air, are 
converted into commodities of every-day 
life, requires the expert assistance of the 
chemist and the chemical engineer. 
Whenever nature’s bounty is in danger 
of exhaustion, the chemist has sought for a 
substitute. The conquest of disease hes 
made great progress as a result of your 
efforts. Wherever we look, the work of the 
chemist has raised the level of our civiliza- 


tion, and has increased the productive ca- 


pacity of the nation. Waste materials, 
formerly cast aside, are now being utilized. 


Industry must be vitally interested 
in chemistry for it depends upon chem- 
istry and chemical forces for its exis- 
tence. The conversion of natural 
resources into commodities of every- 
day life or else their synthetic produc- 
tion, is the function of the greater part 
of American industry. And it is to 
chemistry that industry must and does 
turn for the consummation of these ef- 
forts. 

The great organic solvent industry 
and the dye industry afford ample 
proof of chemistry’s service to industry. 
Not many generations ago only a king’s 
robe was dyed with Tyrian purple, for 
the color was immensely expensive. 
Millions of little molluscs from the 
Mediterranean bed emptied their little 
sacs of pigment so that kings and only 
kings, might sport this special color. 
Today from the ugly coal tar, the chem- 
ist by divers changes secures a Tyrian 
purple more marvellous than ever dyed 
an ancient kingly robe, and yet so 
cheap that little slum-girls wear their 
clothes giddy with its color. 

Yet chemistry, juggling its molecules, 
is only an infant magician. Each year 
brings out a host of newer dyes and 
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eothes organic products. There are 
endless combinations stil] untouched. 

Agricultural industry owes chemistry 
a hugh debt of gratitude. Time was, 
indeed, when the world’s supply of 
fixed nitrogen (fertilizing, nutritional 
nitrogen) so essential to the promotion 
of life, was rapidly dwindling away. 
Burning forests consumed much more 
of this very necessary nutritional ni- 
trogen than the sun and germ and 
thunderstorm could replace. Then to 
make matters worse man turned to 
burning his brother, instead of burying 
him in earth whence he came. Crema- 
tion was thus a chemical crime, for it 
robbed the earth of much potential 
fertilizer. Had this process of deple- 
tion continued for many millenia with 
no replacement, the world would have 
been short of fixed nitrogen—a calam- 
ity nigh short of destruction. For a 
barren, moonlike earth would fail to 
feed its human parasites. But along 
came the chemists again, and captured 
the useless free nitrogen of the air— 
changed it to fixed nitrogen and made 
the world safe evermore for hungry 
democracy. ‘This discovery has nota- 
bly increased the fertilizing of the soil 
and the conditions of rural industries 
are thus vastly bettered. 

Biological chemistry has also found 
other and will continue to find new 
sources of fertilizing agencies. It is 
nothing strange today to call to the 
farmer’s aid a willing, tireless army of 
little germs to prod his backward crop. 
These little biologic exhorters hang on 
to the grain rootlets, gather free ni- 
trogen from the air, change it into as- 
similable, necessary compounds, and 
feed it to the plants. Thus can the 
most barren soil be made to support 
useful vegetable life. 

Turn now to the so-called synthetic 
phase of industry. It is here indeed 
that industry will ever find its greatest 
profits. For the modern synthetic 


chemist builds his compounds as a 
builder would his home. First he 
draws a graphic picture of his structural 
formula just as the architect conceives 
his plan. Then he brings together his 
materials and fits them to their proper 
corners. Here he tacks an ethyl group 
or there an arsenic atom, and he barters 
at will his funny molecules until at last 
is formed his promised compound. 
This is complicated chemistry indeed, 
and this was the chemistry that un- 
fortunately gave Germany its fatal 
conceit. 


Foon FROM TEsT-[ UBE AND 
CRUCIBLE 


The common assets of our civiliza- 
tion, such as soap, the alkalies, 
food: products, glass, rubber, cellu- 
loid, sugars, alloys, and medicinal sub- 
stances, all are of the warp and woof of 
synthetic chemistry. Witness this re- 
cital, an omen of the coming day when 
even food shall come from tubes and 
crucibles. 


Starting with beef tallow they get out the 
stearic acid which contains 18 carbon atoms 
in its molecule. Then by oxidation they 
cut of one carbon atom from the chain, 
leaving 17, a compound known to chemists 
as margaric acid. This is then recombined 
with glycerine forming a neutral fat, which 
can be easily digested by diabeties without 
leaving harmful acid residues in the blood. 

Neither margaric acid nor any fatty acid - 
with a long chain of an odd number of car- 
bon atoms occurs in any natural fat or oil. 
Some such compounds have been made in 
the laboratory but only a gram or so has 
been produced as a chemical curiosity. 
This is the first time that a purely artificial 
food has been manufactured in hundred 
pound lots for use as a regular article of diet. 


Quoting again, but from another 
source, listen to the story of Berthelot, 
the famous chemist of France. 


The problem of food is a chemical prob- 
lem. Whenever energy can be obtained 
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economically we can begin to make all kinds 
of aliment, with carbon borrowed from car- 
bonic acid, hydrogen taken from water and 
oxygen and nitrogen drawn from the air. 
The day will come when each person will 
carry for his nourishment his little nitro- 
genous tablet, his pat of fatty matter, his 
package of starch or sugar, his vial of aro- 
matic spices suited to his personal tastes; 
all manufactured economically and in un- 
limited quantities; all independent of ir- 
regular seasons, drought and rain, of the 
heat that withers the plant and of the frost 
that blights the fruit; all free from patho- 
genic microbes, the origin of epidemics and 
the enemies of human life. On that day 
chemistry will have accomplished a world- 
wide revolution that cannot be estimated. 
There will no longer be hills covered with 
vineyards and hills filled with cattle. Man 
will gain in gentleness and morality because 
he will cease to live by the carnage and de- 
struction of living creatures. The earth 
will be covered with grass, flowers, and 
woods and in it the human race will dwell 
in the abundance and joy of the legendary 
age of gold—provided that a spiritual chem- 
istry has been discovered that changes the 
nature of man as profoundly as our chem- 
istry transforms material nature. 


The current age is the Age of Steel. 
Steel is a chemical compound. Com- 
paratively a recent discovery, this use- 
ful substance is still far from perfection. 
Contaminated with traces of certain 
material it loses its strength—yet a 
little of something else doubles its dura- 
bility. Other alloys, kindred to steel, 
are waiting for the co-operative forces 
of chemistry to lift them to a wider 
sphere of usefulness. They are simply 
itching to be discovered. In England 
today there is a great deal of study un- 
der way involving the use of pure met- 
als instead of the near-pure ore prod- 
ucts now in use. None of the useful 
metals find any industrial applications 
or a state of purity, for all are used as 
alloys with other metals. Thus since 
all of the alloys now used are imperfect, 
it is conceivable that they might ap- 
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proach perfection if instead of the crude * 
elements used in their formation there 
are used metals more refined or pure. 

With this in mind the National Phys- 
ical Laboratory in London is now just 
initiating an experimental investigation 
for the purpose of studying the alloys 
of pure iron and chromium, and this, 
if successful, will be the first occasion 
on which the systematic study of alloys 
of pure iron with another pure metal 
has been undertaken. 

This is a type of research in pure 
science which is bound to be redundant 
with industrial blessings. It is upon 
the support and maintenance of this 
spirit of research, and upon the careful 
training of picked men to carry on the 
task that the future of chemistry and 
the consequent reward of industry 
depend. 


CHEMISTRY CONTROLS FUTURE OF 


MEDICINE 
Turn now to chemistry in the service 
of medicine. It was a chemist and not ` 


a physician that brought the great 
truth to medicine. This was Pasteur, 
the son of an humble tanner from Ar- 
bois, lifted by the buoyancy of clear 
genius into that rare realm of pure 
science, whose boundless domains few 
humans are privileged to know; Pas- 
teur, the living contradiction of Pope’s 
famous couplet: 


One Science only with one genius fit, 
So vast is Art, so narrow human wit. 


But not so with Pasteur, for his in- 
spiration led him on from science to 
science, explaining the old and estab- 
lishing the new; harnessing chemistry 
to agriculture and biology to industry. 
And he was a pioneer, a blazer of new 
trails. The roads which he chose wẹre 
the hardest, but they led always to 
kingdoms that had the things which 
men sought and longed for, but could 
not find for themselves. 
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This was the man who discovered 
the biological basis of infection. After 
him followed the discovery of anti- 
septics used in combatting bacteria. 
Then came also the discovery of the 
anesthetics: ether, chloroform, and 
latterly ethylene, all evolved in the 
clinical laboratory. 

The last quarter century has flooded 
the world with medicinal chemicals 
derived from every conceivable place. 
From the cellular spaces of roots and 
rhizomes, from fractions of crude coal 
distillate, from desiccated animal tis- 
sues, from the minerals in earth’s bos- 
om—everywhere—have come reme- 
dial agents in response to the chemist’s 
call. And countless more await his 
beckoning. 

Nor indeed is the modern chemist 
satisfied with the products of Nature’s 
handiwork, for in some respects he 
can even excell Nature at her own ac- 
complishments. He has bettered her 
best colors—he has created out of a 


‘mass of molecules strange compounds 


that never existed before. He is un- 
earthing many of her erstwhile invio- 
late secrets. 

In no field of endeavor has chemistry 
accomplished more, however, than in 
this field of applied medicine. The 
anesthetics and analgesics, most of 
them, in the concrete, products of the 
laboratory, have lifted heavy burdens 
of pain from the shoulders of a weary 
ailing world. Sickness and travail 
still walk in the land, but their tread is 
not nearly so heavy as in the days be- 
fore ether and chloroform. 

In the battle against infection chem- 
istry is still searching and will continue 
to search into the long years. Here 
are many problems, stubborn and un- 
yielding, but which under the battering 
rams of real research will as certainly 
show a breach in years to come. 

Take for example the tedious search 
for a specific remedy for that dangerous 
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African sleeping sickness. Learn first 
that this vile disease, a parasitic in- 
festation, renders it physically impos- 
sible to progress with the-exploitation, 
commercially and otherwise, of central 
Africa. Because of its depredations 
this rich section of that huge continent 
hoards its treasure as in an ancient un- 
relenting grave. 

. The little Tsetse insect, procurer by 
bite of this vile infection, for many 
decades locked the treasure troves of 
Afric’s wilds secure against organized. 
colonization. 

But where organized colonization 
utterly failed to gain a foothold—or- 
ganized chemistry at last has secured 
the priceless sesame. “Bayer 205,” 
chemical kindred to the renowned 606, 
promises to cure the sickness and thus 
make half a continent habitable. Ger- 
many, unfortunately, still festering in 
the toxins of her decomposed conceit, 
dabbles with this cure and seeks to keep 
its composition secret. She offers it 
in return for colonizing concessions. 
Meanwhile information comes that it 
has been happily duplicated by French 
chemists. More powertothem. Such 
indeed are the glorious opportunities of 
chemistry, and its equally glorious ac- 
complishments. 

So much done and still so much to 
do. 

The causative factor of the great 
white plague is established—the chem- 
ist is searching for the remedy—and he 
will continue to search until the last 
lone molecule hangs on to the right 
place on his remedial structural com- 
bination. Cure may come from an- 
other source, but the chances are ninety 
to one-that when it comes it will only 
be again essence of the chemist’s cru- 
cible. 

Cancer is silent with its secret. But 
it will out with it ere long, and shortly 
thereafter will certainly come the 
blessed antidote. 
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Witness the revival of animal medi- 
cine—an attempt to treat disease with 
Nature’s own remedials. ‘Time was 
when crude botanic drugs from India’s 
jungles or Afric’s teeming wilds filled 
up the shelves of the old apothecary 
shop. Before that it was essence of 
bone and elixir of blood—liquid of 
mummy and spirit of human flesh. 
Then for a while the world went crazy 
over coal tar, and most of the medicines 
came from the garbage heap of the gas 
works. Today the stockyards of the 
Middle West are claiming their share 
of drug shop patronage. The bleating 
calf, the gentle sheep, slovenly sows and 
other children of the four-legged race, 
furnish once more a great bulk of the 
drug store’s healing agents. The day 
of “extract of menagerie” is still with 
us, even if the “elixir of botanical gar- 
den” is no longer the vogue. 

To corroborate the old quip that 
history truly repeats itself, comes now 
insulin, the latest addition to our ani- 
mal armamentaria for fighting disease, 
for it also is a glandular extract of quad- 
ruped. Insulin is designed to fight the 
dreaded sugar sickness known as dia- 
betes, and insulin after all is second 
cousin to spirit of bone and essence of 
blood, for it was out of the suckling 
calf that Banting and his brother chem- 
ists secured the original lot. 

But now we are told with detiniteness 
that all of these gland secretions are 
only chemical compounds which can 
be duplicated with products made from 
coal tar and its various derivatives. 
Pretty soon the chemist claims he will 
duplicate them all, and then a gland 
that fails to function right will lose its 
place and right to serve. So we can 
now hope for the day when we will 
carry a vest pocket case contaming the 
chemist supply of compressed extracts, 
and thus replenish at will our glandular 
deficiencies. Until then, however, we 
must depend upon the stock yards to 


supply our functional shortcpmings 
with crude and empiric extracts of 
glands from pig or cow or gentle sheep. 

But these are only a few illustrations 
to bear testimony to the fact that the 
opportunities of chemistry in the field 
of medicine and public health are with- 
out number. Dean Edsall of the Har- 
vard Medical School pointedly evalu- 
ates the services of chemistry in this 
important art in the following state- 
ment: 


The prospect of developments of the ut- 
most importance through chemistry in 
matters relating to medicine and health in 
the coming decades is really enormous. 

The progress made in recent years has 
been suck as to warrant confidence that it 
will be one of the most important lines of 
progress in the next generation. This is, 
of course, exceedingly technical work, and 
fine training is required in order to accom- 
plish anything in it. 

The future progress of medical investiga- 
tion in no small measure waits upon the 
results of such chemical research, and the 
future of medicine depends largely upon 
the progress of chemistry. 


“Chemistry as a Source of New 
Wealth” was the topic whence this 
dissertation had its inception. We 
have wandered far from our trail—it.is 
in the dense woods that we now find 
ourselves. The cross trails and tree 
signs have led us astray—but the sun 
though now obscured still comes up in 
the east and sleeps beneath the west 
line, and whether the reader, trailing 
with us, has “kenned the licht or nae” 
-—chemistry is still prolific in its prom- 
ises and real wealth is in its vast do- 
minions. 

But its promises are not without 
restrictions. Its treasure troves are 
not for chance discovery. Unstinted 
penance shall be made at Pasteur’s 
“Temples of the Future—Temples of 
Well-being and Happiness—the Labo- 
ratories’’—for it is there that chem- 
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istry’s contribution to the world wealth 
waits for the well-trained seeker. 

In this connection the following re- 
port of a special committee of Harvard 
University Board of Overseers is very 
pertinent: 


As competition increases the successful 
man will, more and more, be the man who 
allows nothing to be wasted, but adopts the 
most efficient processes and devises new 
ones still more efficient; who works up his 
by-products into more useful and further 
valuable substances; who economizes en- 
ergy whether this energy comes from coal 
or water power or human labor. 

The field is too large and chemical laws 
too complex to have the results come ac- 
cidentally. 

They can be accomplished only by a 
systematic investigation of the whole field 
of chemistry. 

Only upon the study of pure chemistry 
and the laws which underlie it can be built 
the practice of chemical technique, just as 
our whole modern technique of electricity 
was built upon the purely scientific experi- 
ments of Faraday. 

The present attainment in chemistry 
has been due chiefly to investigation, 
undertaken entirely in the spirit of pure 
science, for science’s sake. Upon the 
support of this spirit, along with the 
education and training of men fitted to 
carry on the work, must the future of 


chemistry depend. 


Frincine tHe HINTERLAND OF 
SCIENCE 


The advance in the last fifty years 
achieved by scientific metbod based 
upon laboratory work is astounding. 
There is, however, vastly more to be 
learned. In many of its branches in- 
vestigation is only at its beginning. 
Those investigators who have reached 
the frontiers of knowledge see wide un- 
explored regions ahead full of problems 
and full of possibilities. 

But mere recognition of the impor- 
tance of chemistry is not enough to en- 
sure the usefulness of the science in the 
future. Active steps must be taken to 
enlist, train, and support chemical in- 
vestigators and routine workers and to 
build, equip, and maintain adequate 
laboratories. 

Truly the time and thought invest- 
ment of the early investigators in the 
fundamental sciences has already paid 
tremendous interest. But this is a triv- 
ial fraction of its potential returns—for 
the time will never come when chemis- 
try shall cease to be progressive, for, as 
Berthelot stated, “Chemistry creates 
its object and in creating it controls it.” 

Indeed, the subject of “Chemistry as 
a New Source of Wealth” will be just 
as timely in June, 2024, as it is this 
rambling-rose day in June, 1924. 


The Place of Human Sciences in Modern Organized 


Business 


By Epwin B. Twirmyne, Px.D. 
Department of Psychology, University of Pennsylvania 


HAT mammoth machine called 

“business” is designed to meet 
the wants of men. Its function consists 
primarily in the production and distri- 
bution of commodities which meet 
these wants. In any given instance the 
completed process consists of a series 
of value transfers, each of which may 
be measured in terms of material, time, 
and money. The value equation is 
complex even in the transfer of a 
garden product from farmer to house- 
wife; it is almost infinitely complicated 
in the case of the delivery of a Rolls- 
Royce to the consumer. 

Business began with an exchange of 
commodities, where each of two or 
more individuals, in consequence of 
skill, or lack of it, or the chance condi- 
tion of the place of abode, enjoyed 
possession of a given necessity in excess 
of his immediate needs, while he suf- 
fered want in another direction. The 
transfer involved necessities for main- 
tenance of life. Modern organized 
business is still concerned in transfers 
of this nature. But the definition of 
necessity has undergone vast change. 
No longer can it be limited to its 
original biological meaning. Social 
organization and life within the social 
group have created necessities as 
essential for modern life as were the 
simple materials of exchange for the 
life of primitive man. 

The early transfers first insured 
existence and then brought about an 
easement of the rigors of existence, 
introducing elements of comfort; be- 
yond certain limits, these comforts 
became luxuries. The limits of these 


concepts cannot, of course, be exactly 
set up. They are essentially relative 
to the mental make-up of the individ- 
ual,—his chronological period and 
place of abode. Similarly, present-day 
business is concerned in the transfer 
of values contributing to the comforts 
and luxuries of life. Here again the 
limits are relative. We may therefore 
say that modern organized business 
deals with the production and distri- 
bution of commodites contributing to 
the wants of men, t.e., necessities, com- 
forts, and luxuries. 


INTRODUCING SCIENCE IN BUSINESS 


In a wide sense, the principles and 
laws of the human sciences—sociology, 
psychology, and education—are vitally 
implicated in the program of organized 
business. These sciences, from some- 
what different aspects, are concerned 
in the life of man. They first aim to 
discover, and then in an ever-increasing 
degree attempt to control those factors 
which contribute most to the individ- 
ual, either directly or through the 
social group. 

Whenever these factors are com- 
modities or service of a purchasable 
kind, they must be included in the 
business equation. A definition of 
“necessity,” “comfort,” and “luxury,” 
in consonance with the ever-varying 
complexities of life, and practical 
instruction as to distribution of an 
individual’s earnings with reference to 
these three products of business will, 


.in the long zun, have mych to do in the 
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formulatioc of a general business 
program. Such a program can only be 
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‘based on an anticipation of the needs 
of men in these terms, and any predic- 
tion not substantially supported by 
the historical facts of social develop- 
ment may result disastrously. Or- 
ganized business, therefore, finds its 
most important, and at the same time 
most perplexing, problem in the formu- 
lation of policy. Solution of the prob- 
lem requires a fairly accurate prophecy 
of man’s behavior under varying condi- 
tions, a few of which can be matters 
of certain knowledge,—others only of 
conjecture. Wherever these system- 
atic observations have been made, and 
a body of knowledge, with reference to 
human reactions, formulated, business 
finds useful data for its purposes. 
Striking instances are at hand. Busi- 
ness concerns now are organized or 
enter upon a plan of enlargement only 
after a most exhaustive survey of 


population distribution, and indicated - 


growth—natural resources with refer- 
ence to development of industry,— 
general character of population as 
determined by industry—in reality a 
psycho-sociological study of probable 
consumers. Even the selection of the 
locality for one of a chain of cigar 
stores is determined by some such 
method. Further, the significance of 
this kind of data increases as the 
product in question, in consequences of 
economic and social change, tends 
away from the luxury and toward the 
necessity class. Business can no longer 
be firmly established upon predilection. 
On the contrary, the trends of human 
behavior, as they are formulated in the 
body of knowledge falling within the 
scope of the human sciences, must not 
be underestimated in the importance 
they play in a well-conceived business 
program. 

In a narrower sense, business is now 


_ making use of the accumulated knowl- . 


edge of the human sciences in meeting 
the wants of men. This has come 
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about in recent years through a realiza- _- 


tion that the waste in former methods 
of production was grossly uneconomic, 
and if continued unabated would result 
in shortage and deprivation. Material 
resources were being rapidly consumed 
and the minds of men turned to the 
problem of conservation to such an 
extent that it became a matter of 
national interest. As a last step in the 
present-day point of view, business is 
making every effort to conserve in the 
time element of production and distri- 
bution, to the end that the ever- 
increasing wants of men may be met. 
This phase of industry has thrown 
tremendous emphasis upon the human 
elements of industry—both men and 
management—and the desideratum is 
that of perfect adjustment of man to 
job. When this adjustment is accom- 
plished, there is every reason to expect 
both maximum production per time 
unit, and contentment and stability 
upon the part of the worker. 


JOB AND PERSONNEL ANALYSIS 


The first effort on a large scale to 
study the problem of man-job adjust- 
ment was that of the psychological 
service of the American Army. Many 
studies of a theoretical character paved 
the way. Indeed, certain psychologi- 
cal studies formed decades ago con- 
tained the essential elements of present- 
day methods, and the results of these 
studies were in no sense unprophetic. 
But it required the crisis of the Great 
War to organize these findings and 
point to their utility. The peace- 
time army of industry, even before the 
war had ended, sensed the value of this 
new approach, and we are now in a 
phase of tremendous activity in this 
new field of applied science. 

Specifically, organized business is 
now expecting from the science of 


‘psychology: 


~~ 


Ne 
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(1) An exact procedure in the task of 
job analysis. 

(2) A method of personnel measure- 
ment. ° 

A phase of production or distribution 
creates a job. The old method sup- 
plied the human agent merely by 
chance or favor, without reference to 
the specific demands. Nowadays, the 
job is first analyzed with reference to 
number of operations, the required 
balance of concentrated and distribu- 
tive attention; the essential elements 
of memory involved in the series of 
operations; the demands upon dispos- 
able energy, the duration of the cycle 
of operations, and its production of 
fatigue. Each determination involves 
a scientific procedure with an adequate 
number of observations for statistical 
verification. 

The second expectation—that of a 
method of personnel measurement 
is far from realization at the present 
time. Despite the enormous amount 
of work being devoted to the problem 
by the science of psychology, and by 
psychologically trained mén in the 
field of industry, only a good start is the 
net result to date. The problem re- 
quires a departure from traditional 
psychology, and in its stead the ap- 
proach of clinical psychology. It in- 
volves a final analysis of intelligence, 
intellect, motive, competency, natural 
endowment, and methods of rating 
these factors quantitatively. Once the 
science of psychology has successfully 
solved this tremendous problem, the 
outcome of a given examination may be 
supplied to industry in a simple equa- 
tion of personnel assets and liabilities, 
which will constitute at the same time a 
diagnosis and a prognosis. 

Only the man with scientific training 
is capable of appreciating the vastness 
of this program, and the unlimited 
amount of detailed research which 
must be prosecuted before even an 


approximation to 2 satisfactory scale of* 
personnel management can be dis- 
covered. It is indeed unfortunate 
that so many have been led to believe 
that these scales now exist, and can 
be applied by any person of average 
intelligence, with the same degree of 
accuracy that he can use a yardstick. 
Indeed, the initial psychological analy- 
sis is far from completed. Only in 
the large can the various factors enter- 
ing into a man’s intelligence, or into his 
competency, be delimited, and so- 
called “measurements” are not much 
more than qualitative categories with 
recorded frequency of occurrence in 
selected groups. 

Despite the limitations of personnel 
measurement now apparent, industry 
was keen to sense in the development 
of these measurements a mighty in- 
strument to add to its equipment, and 
even though the methods are imperfect 
and only an approximation to the 
desired goal, the employment of such 
crude standards as there are has, in 
many instances, proved of great as- 
sistance in the increase of output per 
time-unit. The modern industry finds 
it no longer necessary to try a two- 
operation man on a five-operation job 
for a period of two weeks in order to 
determine his productivity. The old 
method of personnel selection is now 
recognized as too expensive in the 
waste of materials and the loss of man 
and machine time. A twenty-minute 
psychological examination in most 
cases serves to classify the applicant 
as a two-, three-, four- or five-operation 
man,—thereby materially reducing the 
former trial period. 

With job analysis and personnel 
measurement giving us two distinct 
groups of data, the correlation of the 
facts of these several analyses practi- 
cally creates a new operative task in 
industry. The man who parallels 
these facts and emerges with a usable 
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‘correlation will perform a most useful 
and economic function in industry. 
This work is the very essence of man- 
agement—and its development, al- 
ready begun, is certain to mark the 
next conspicuous development in the 
business world. 

To be profitable, business must be 
stable. The whole fabric of industry 
rests upon the predictability of fur- 
nished product and its consumption. 
The material resources of production 
are amenable to exact measurement. 
The elements of human energy re- 
quired in production are not so pre- 
dictable, and in order to insure the 
human equilibrium so far as possible, 
organized business has taken the initia- 
tive and is now embarked on a nation- 
wide program of social stabilization. 
These efforts express themselves in the 
establishment of retirement pensions, 
the development of recreational ac- 
tivities among workers, the economic 
adjustment to the exigencies of family 
and community life, and the supervi- 
sion of problems of hygiene and health. 
These lines of activity are distinctly 
within the field of sociological investi- 
gation. The solution of these im- 
portant fact: }s of the workaday life 
goes far to disperse the disquietude 
and malcontent so fitfully prevalent 
in the laboring classes, and, in conse- 
quence, reduces to an astounding de- 
gree labor turnover, labor strikes, and 
inefficient operation. 


RELATION oF Business TO EDUCATION 

Broadly speaking, business is inti- 
mately concerned with the science of 
education. It is probably within the 
limits of truth to assert that this rela- 
tion is more vital and far-reaching than 
any. thus far included in the discussion, 

(1. Business and Vocational Educa- 
tion.) In its early periods of develop- 
ment, business took the task of educa- 
tion for an occupation upon itself. 


The form of the process consisted either 
of a period of apprenticeship, varying 
in length of service, ‘and in which the 
novice enjoyed such instruction as his 
immediate superior was able to impart, 
or & more or less protracted period of 
self-adjustment to the requirements of 
a job. The compensation for such 
apprenticeship was relatively small, 
industry thereby securing in the latter 
period of the apprenticeship productive 
work at a relatively low wage, which 
was viewed as a compensation for the 
initial period of unproductivity. The 
very rapid development of machinery 
in all lines of industry, apart from the 
manual trades, is creating a demand 
for workers capable of immediate 
economic production. The problem of 
supplying such workers to industry is 
being rapidly undertaken by the school 
systems of the country, as well as by 
many private institutions. The cur- 
ricula of schools for students going 
into industry are laden with courses of 
an extremely practical character, which 
are taught by men and women profi- 
cient in the trade or occupation, and 
at the same time competent teachers. 
This naturally very much shortens the 
period of preparation, so that there is 
an ever-increasing army of well-trained 
competent workers applying for posi- 
tions in organized business. ‘Their 
employment obviously very greatly 
accelerates every step in production 
and transfer. Not only is this im- 
portant to organized business but it is a 
very exigent development in the theory 
of education and, in consequence 
thereof, is without doubt coloring the 
whole trend of modern educational 
thought. Once a sound principle of 
procedure has been formulated, the 
advantages accruing to business will 
be almost immeasurable, and education 
as a science will have made its most 
conspicuous and at the same time its 
most useful step forward. 
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(2. Education and the Producte of 


j Indusiry.) It is perfectly obvious 


that a very considerable factor in or- 
ganized business is the final transfer of 
a commodity to the consumer. It is 
not necessary to educate people to the 
use of biological necessities; instinctive 
demands of the human organism must 
be satisfied. Modern science, how- 
ever, makes it possible for these de- 
mands to be met in a way most bene- 
ficial to the organism, Within the 
memory of man, many food products 
have been developed with expenditure 
of infinite amount of scientific knowl- 
edge and technique. Industry, to 
produce these materials at a profit, 
found it necessary to create a demand, 
and this is brought about by a liberal 
educational campaign promoted largely 
through the medium of advertisement. 
In recent years, we are appraised of 
the fact that sauerkraut, quite apart 
from being a noxious mass of semi- 
decayed cabbage, enjoyed locally by 
people with mildly vitiated appetites, 
is in reality a food product possessing 
the highest virtues! This fact is even 
more conspicuous in the matter of 
education of the public to the use of 
materials contributing to their comfort 
and their luxuries. The professional 
advertiser, in the best sense of his pro- 
fession, is an educator. 

(8. Business and Technical Educa- 
tion.) This point can be covered 
with mere mention. The whole com- 
plicated machine of industry has 
developed through the creation and 
perfection of mechanical appliances— 
the direct result of the application of 
the sciences of mathematics, physics, 


and chemistry to the field of industry. 


At the present time there is no môre 
obvious and undebatable dependence 
in the field of human endeavor than 
that of organized business on technical 
education. The recognition of this 
fact has manifold confirmation in the 
endowment and support by business 
of institutions supplying such educa- 
tion to young men. 

(4. The Profession of Business.) The 
need of men in business, professionally 
trained to correlate and organize the 
various factors of materials and men 
upon which business is constructed, is 
hourly becoming more urgent. The 
product of the technical schools is 
fairly satisfactory, but in most in- 
stances the man so trained, thrust into 
positions of responsibility outside his 
specific preparation, finds himself con- 
fronted with pressing problems of 
organization, of co-ordination, even of 
the formulation of policy, for which 
his technical training has given him 
no safe approach. Heretofore, the. 
supply has been fitfully and in 
many instances unsatisfactorily met 
through the “school of experience.” 
With the appearance of the man pro- 
fessionally trained in these activities, 
business will experience marked ac- 
celeration, and society will ultimately 
harvest the benefit. This type of 
training is the goal of the Engineering- 
Economics Foundation, created some 
four years ago; the method is that of 
research of industry from within; the 
program as a whole constitutes the 
most scientifically conceived and far- 
reaching application of the science of 
education to the business of the world 
thus far proposed. 


The Place of Beauty in the Business World 


By Hueer Enzsort 
Principal, School of Industrial Art, Philadelphia 


MONG the diverse and distracting 
agencies which play their parts 
in our present-day life—the volumi- 
nous newspapers, the ubiquitous 
“movies,” the call of the radio, the 
feverish movement of peoples by day 
and by night on land, on sea and in the 
air, the appeals of religion, of politics, 
of business, the publishing of maga- 
zines and books, the activities of 
schools and colleges, the unending 
whirring of machines making millions 
of articles a month, and the buying and 
selling of these—where, among the 
complexities of twentieth-century ex- 
istence, is there room for art? 
. Not in the newspapers. The ex- 
ceptional paper may allow the subject 
half a page in a Sunday magazine 
supplement, but through the week, 
nothing. When Mrs. Smith-Robinson 
(who is “socially prominent”) erects a 
memorial window, the fact is men- 
tioned, since that is “news,” but we 
are not told whether the memorial is 
or is not a work of art. Should it, by 
happy chance, be a work of art the 
reporter would not know it—and even 
if he did, the fact that a beautiful 
window had been erected would be of 
slight interest to the public and would 
not be reported. When a municipality 
unveils the statue of a leading citizen 
we are not given a critical discussion 
of it as a work of art; often even the 
name of the sculptor is omitted as 
being of little importance, although 
the members of the committee in 
charge of the dedicatory exercises 
are named in full. The newspapers 
offer no help in forming the taste of 
the people. And in the so-called 
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“comic”? pages (although there is, at 
rare intervals, a touch of nature 
which has its appeal) the vulgarity of 
the presentation is a powerful and 
constant force working to lower the 
standard of artistic judgment among 
cur people. Yet humor and art can 
go hand in hand as is proved by a 
glance at the pages of Punch. 

There is no room for art in the 
newspapers. The reason is a simple © 
cne: the people are not interested in 
ert. Were there a demand the papers 
would supply it. 

There is, as yet, little in the average 
motion picture which tends to raise 
the standards of artistic appreciation. 
For an art (or is it merely a business) 
so new, the advancement, as exempli- 
fied in an occasional film, is encourag- 
ing: but the rank and file (though 
motion pictures are seldom, as some 
Insist, rank and vile) have a long road 
to travel before those who attend them 
are lifted to a higher plane of artistic 
understanding. The improvement will 
not come through films labeled 
“Educational”; the improvement 
must be in response to a demand from 
the people. There is room for art in 
the movies, but the producers are but 
dimly aware of the fact. 

One would expect of our churches, 
dealing with man’s spiritual develop- 
ment, a greater appeal to the spirit 
through beauty of line, form, and color. 
But how few of our church buildings 
are - architecturally worthy. Many 
notable exceptions will at once come to 
mind; but the majority are ungainly, 
often pretentious, poor in mass and in - 
detail: to describe some of them the 


W 


THe Prace or BEAUTY IN THE Bustness WORLD 58 


only possible word is “hideous.” And 
the sad part of the matter is that those 
who worship in them are unconscious 
of the faet. Furthermore, in these 
buildings one finds leaded glass win- 
dows whose colors would, one imagines, 
set the teeth of a Fiji Islander on edge: 
but pleasant people with the highest 
ethical standards gaze upon them with 
entire complacency. Save in excep- 
tional cases it seems that, as yet, we 
cannot look to the churches for guid- 
ance in the realm of visual beauty. 

Of course, the politician has not 
learned that “art pays.” Here and 
there a municipality grudgingly allows 
a group of unthanked enthusiasts to 
have its way in the matter of civic 
improvement, but the city fathers are 
but puzzled by such demands: they 
seem to have no comprehension of the 
value of beauty as a civic asset. The 
ignorance of the average politician on 
such subjects is summed up in the 
nalve remark of a mayor of Boston, 
who declared that he would erect 
three flag-poles on Copley Square and 
thus make it more beautiful than the 
Piazza San Marco of Venice. In 
speaking of the State Capitol at 
Harrisburg a resident mentioned the 
building as “the most beautiful in the 
world.” Evidently, alas, in his world. 
It is a matter of a lack of knowl- 
edge, of comparative standards. The 
ignorance is understandable, though 
not excusable. Many cannot travel, 
but all may learn. But the outlook of 
the politician seems to be peculiarly 
circumscribed and in politics one sees 
no hope for art. 


Bravry in Business Pays 


In the business world, however, there 
are evidences of a dawning realization 
of the very large part which beauty 
may play; what a powerful factor in 
obtaining more business the ideas of 
the artist (be he architect, worker in 


metals, or painter) may be.» The 
directorate of a great newspaper re- 
cently held a world-wide competition 
that it might obtain designs for a 
building which, by its beauty, should 
impress the imaginations of the people. 
The Cunard Company has opened at 
25 Broadway, New York City, a great 
hall for the transaction of business 
which has become a Mecca for lovers 
of beauty, so impressive is the room 
and so beautiful its decorations. ‘The 
engaging of staterooms could be done 
in a bare room of half the size; but the 
management evidently realized that in 
dealing with its clients in a hall where 
form and color are combined in a 
superb manner it was achieving the best - 
kind of publicity—that no other form 
of advertising would pay so well. For 
here we have an appeal to the spirit 
through beauty, an appeal which can- 
not miss its mark. 

The Bowery Savings Bank has 
recently moved to a new building on 
East Fecrty-second Street, New York 
City. Its banking room, to which the 
often misused term “vast” may be 
justly applied, is a revelation of what 
our architects can accomplish when 
given the opportunity. The beauty 
of its proportions, the subdued splendor 
of its decorations give the keenest 
delight to those with eyes to see and the 
institution gains an amount of “free 
advertising” absolutely unobtainable 
by other methods. Here, as in the 
Cunard Building, it is a matter of firing 
the imagination, of arousing the spirit 
of beauty which sleeps within us all. 

Only three notable cases have been 


- mentioned; others might be cited to 


prove that the world of business is, 
though slowly, turning for help to the 
world of art. In the field of advertis- 
ing evidence is before us on every hand 
to prove that “art pays.” And while 
many advertisements are crude and 
blatant, those who have watched the 
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«development of this very modern phase 
of business cannot but have noted the 
advancement in the artistic standards 
of our advertisers. 

We do not, of course, expect to look 
to the business world for direct help in 
our effort to increase the understanding 
of the people in matters artistic, but 
occasionally one feels that material aid 
is being given; that those in control are 
realizing that in business there is room 
for art. 


Tasta ror Beaury Nor CULTIVATRHD 


Professional men—lawyers, doctors, 
engineers—are, one often finds, sur- 
prisingly ignorant concerning the sim- 
plest questions of artistic expression. 
We have fallen away from the stand- 
ards of the eighteenth century, when a 
knowledge of such matters was a part of 
the training given a gentleman. Here 
and there a college is introducing 
courses In artistic appreciation in order 
(to quote a college professor) “that the 
average student may know the difference 
between Rubens and Rubenstein.” 
Merely a beginning has been made, 
however. It is almost pathetic to note 
the joy with which a middle-aged col- 
lege man sometimes “discovers” the 
arts. So much pleasure might have 
been his had he, at an earlier age, been 
started on the right path; brought up in 
a world where there was place for art. 

The secondary schools are making 
distinct progress, but school authorities 
in common with those who direct the 
destinies of our colleges, have not yet 
awakened to the desirability, much less 
the necessity, of broadening the stu- 
dent’s horizon through an acquaintance 
with the most lasting achievements of 
man and the indices of his cultivation: 
the, masterworks of architecture, of 
sculpture, of painting and of the articles 
of daily use raised, by their beauty, to 
the plane of the arts. 

A glance at the magazines displayed 


upon our news-stands will quickly prove 
that there, there is no room for art— 
need of it, of course, but the need is 
not felt bythe buyers. As always, there 
are exceptions, but they are lost in the 
mass of publications which are as a 
barrier against a true understanding of 
beauty. And here again, it is a matter 
of a public demand. Did the people 
ask for better things these would be 
forthcoming. 


Haste—Nor Taste 


The case of the book-publishing 
world is little better. Haste, quantity 
production, an indifferent public, these 
are the elements which cause but one 
book out of a hundred thousand pub- 
lished to be worthy of preservation as 
an example of the highest possibilities 
in typography and binding. 

When we turn to the unending pro- 
duction of “things,” the millions of 
objects yearly produced in these United 
States, how many of these are advanc- 
ing the artistic standards of the nation? 
The outlook is hopeful, but as yet we 
see only the dawn of the new day. 
Comparing the furniture, the textiles, 
the wall-paper, the glass, chinaware 
and silver now offered for sale with the 
wares purchasable in 1894, we must 
grant an improvement, yet realize how 
far the average article falls below the 
standards which might prevail. It 
would be unreasonable to ask that 
every object of daily use manufac- 
tured be a “museum piece”; but one 
sees such quantities of things which, 
with no greater expenditure of material 
or time, might have been so much bet- 
ter. The people haven’t the taste nor 
the majority of producers the knowl- 
edge necessary for higher standards. 


TNFLUENCE oF “MACHINE-MADE” 
on ArT 


The outlook is, nevertheless, not so 
gloomy as might be imagined from the 
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evidence to the contrary here mar- 
shalled. Men have practiced the vari- 
ous handicrafts for five thousand years: 
the steam-driven machine has been 
doing our work for us for less than two 
hundred years. We cannot, therefore, 
wonder that machine-made objects are 
not all that they might be; rather, be 
surprised that they are as pleasing as 
they are. And the advance in the last 
thirty years has been really great. 
These steam-driven machines have 
much to answer for. The nineteenth 
century was, through their egency, a 
century of general artistic debasement. 
The objection might at once be made 
that architecture, painting, and sculp- 
ture, that taste itself, are not machine- 
made. ‘True: but the influence of the 
machine, not merely in the making of 
objects, but in increasing the “busy- 
ness” of mankind (aided by photog- 
raphy and electricity in breaking 
down the barriers of time and space) 
gave a new trend to the ideals of our 
people. Traditional methods of build- 
ing, of painting, of lighting, of doing 
almost everything that we do, were 
lost and for a hundred years we have 
been guided, if not by false gods, cer- 
tainly not by gods endowed with taste. 


. Materially, progress has been truly 


marvelous—taste was lost in the 
turmoil. That our spiritual develop- 
ment has not kept pace with our 
material progress was clearly put be- 
fore us in the words of a speaker who 
addressed an audience upon the first 
transmission of speech by wireless from 
London to Philadelphia. After stress- 
ing the wonder of the accomplishment 
he paused—then made the pertinent 
observation: “We have the power of 
transmitting speech across the Atlan- 
tic. Have we anything to say which is 
worthy of being so transmitted?” 

The question is a searching one. We 
can print a million copies of a magazine 
each week. What have we to print 


which is worthy of such multiplicatton? ° 
We can weave ten thousand yards of 
cloth in a week; have we designs 
beautiful enough to make such pro- 
duction worth while? 

With the machine we can work 
wonders. Do werise to greater heights 
and, from the brains of our designers, 
produce marvels of beauty which will 
vie with the marvels of our mechanical 
means of reproducing them? 

It is too much to ask. Art isa thing 
of slow growth. It cannot be forced. 
True beauty does not appear merely 
forthe asking. It must be sought with 
great longing, with deep earnestness 
and for a long time by many seekers. 
Then unaccountably, to one of these, 
beauty is revealed. And, so rare is the 
phenomenon, that to those few who 
find this spiritual treasure we give the 
name genius. 


Nerep ror Beauty in Lire or Man 


The impatient man asks—if this 
precious thing is so rarely revealed, 
why spend so much time in training 
those who seem to have no spark of 
genius—why prate of raising the taste 
of the public; why, in fact, worry about 
Art at all? 

The oak tree produces a thousand 
acorns from one of which a new tree 
may grow. We must have a thousand 
workers in the realm of the arts that 
one may rise to the plane of greatness. 
As to why we should foster art—there 
is but one answer and so obvious a rea- 
son that it is hardly worth the stating. 
Through beauty man’s spirit is up- 
lifted; to neglect it is to sink again to 
the depths from which mankind has 
risen. 

That we judge the civilizations of the 
past by their artistic achievements is a 
commonplace of general knowledge. 
That our own may stand high in the 
estimation of coming generations we 
must look to our artistic output and, 
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* in spite of the material distractions of 
the day, improve it in every possible 
way. 

The impatient man may again 
object—asking why we should worry 
about what the future may think of us. 

A pertinent question. What is es- 
sential is that we should be able to 
think well of ourselves. And we can- 
not hold our civilization in high esteem 
should we be satisfied with our marvel- 
ous material development while being 
. indifferent to the spiritual quality of 
our life. ; 

The development of man’s spirit is 
controlled by various factors—not the 
least important being Art. Therefore 
we must see to it that in these hustling 
times there is a place for true artistic 
appreciation. 


_ OPPORTUNITY or DESIGNERS 


The city planners, the architects, 
those who prepare designs for textiles, 
wallpaper, furniture, silver and the 
other products in which design plays 
a part, the illustrators, the painters, 
the sculptors—these contribute to the 
daily increase of beauty; each does his 
share in raising the standard. These 
producers create for the man with the 
small purse—the man who cannot 
afford to buy “museum, pieces”—the 
objects which will enable him to create 
beauty in his home—the furniture and 
silver with good, simple lines, the rugs 
and hangings fine in color. How 


important is the mission of these de- 
signers. How necessary that they be 
well trained. How imperative that 
they realize the great part*they play in 
forming the taste of the nation. 

It is to be regretted that many of 
them seem not to be alive to their op- 
portunity and to their obligation. In 
so many cases they think, not in terms 
of national taste, but merely in relation 
to the whim or fashion of the moment— 
in terms purely individualistic instead 
of collective. It will take years of 
effort before the designers of the nation 
are brought to a realization of their 
great mission; but it will, it must, be 
done. 

From the standpoint of material 
prosperity alone the development of 
taste is of the utmost importance. 
Wealth is directly increased by beauty. 
When the average man is given a choice 
between a beautiful and a less beautiful 
object, he will surely take the former. 
He will spend more for the object with 
the finer line, the more pleasing color. 
Since beauty costs no more than 
ugliness—since it is a matter of training 
the taste of designer, producer, and 
purchaser—let us have beauty. And 
as the public will gladly pay more for 
beauty, whether it be found in a build- 
ing, a garden or in dress and house 
furnishings—the business man with 
vision will do his utmost to foster art 
in the community, for he knows that 
“beauty pays.” 
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The Effect of Scientific Food Consumption in 


e 


Increasing Wealth 


By CARL L. ALSBERG 
Food Research Institute, Stanford University 


HERE are many ways in which 
“scientific consumption” of food 
might contribute to the increase or 
conservation of national wealth. 
Broadly speaking, most of these ways 
concern either the health and efficiency 
of the individual or some form cf waste, 
whether of land, of materials, or of 
human effort. Unfortunately, while 
the science of nutrition has made great 
progress, the practical application of 
its principles to the problems of the 
mass nutrition of peoples is still in 
the formative stage. Hence it does 
not seem profitable to discuss in this 
paper the additions to the national 
wealth that might come if the masses 
adopted a diet designed to reduce 
ill health to a minimum and raise in- 
dividual efficiency to the maximum, 
thereby adding to the national wealth 
through increased efficiency of the 
individuals that constitute the nation. 
Waste in consumption, on the con- 
trary, is a subject more nearly ripe 
for discussion. Certain phases of it 
are therefore presented in this paper, 
for there are so many kinds of waste 
that a large volume would scarcely 
furnish space enough to treat them 
all. 

Of the many forms of waste in food 
consumption that form has been chosen 
for analysis in this essay which is. the 
consequence of the consumption of 
such foods as are produced with waste 
—~whether of capital or of labor. Ob- 
viously such consumption is “un- 
scientific.” Conversely, consumption 
of foods produced with the least waste, 


that is with the minimum of land, 
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capital, or labor, might be considered 
“scientific.” The use of a dietary 
consisting predominantly of such food- 
stuffs might contribute to the national 
wealth because the labor, the capital, 
and the land released might be used 
to create forms of wealth other than 
food. The amounts of labor, capital, 
and land that might be released if the 
world were to change, as it is not likely 
soon to change, its food habits are 
truly enormous. It is because the 
quantities of potential wealth involved 
are so staggering that this question 
has been chosen for treatment in this 
paper, even though the idea is quite 
utopian, since peoples resist change 
in food habits with perhaps greater 
tenacity than any other revolution. 
Nevertheless discussion of the subject 
is believed to be worth while in itself, 
since it leads to a clearer understanding 
of some of the factors that determine 
the limits of food production through 
agriculture upon our earth:! 

If we are to proceed with our sub- 
ject, we must attempt a grading of 
foods based on the amount of labor 
and of land required in their produc- 
tion. For this purpose we need three 
units: a unit of labor, a unit of land, 
and a unit of food value. Units of 
labor and land respectively are simple 
to choose. For labor we shall take 
time; for land, area. To be sure, labor 
differs in productivity for different 
races, times, ard places, while land 
differs in fertility and in capital value. 
With these variables, however, we 


1 Food production in the sea will not be con- 
sidered. 
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*need not concern ourselves, for we 
will assume in our calculations that 
we are dealing with the same labor 
and the same land, the rough average 
of the United States. To decide upon 
a unit of food value is a more difficult 
matter, for in order to do so intelli- 
gently we must know the purposes 
food serves. 


Foop VALUES 


In the main food performs two prin- 
cipal functions. It serves as a source 
of energy for the operation of the hu- 
man machine and it furnishes the 
material for growth and for the repair 
of the wear and tear that the processes 
of living entail upon the animal ma- 
chine. It yields both fuel and main- 
tenance to the body. There are, of- 
course, a number of other indispensible 
functions served by foods, but the 
quantities of foodstuffs involved are 
so minute, as compared with the energy 
and maintenance requirements of the 
animal machine, that for the purposes 
of the present discussion they need 
not be considered. 

The standard by which, then, the 
value of foods must be measured is 
a double one—their fuel and their 
maintenance value. The fuel value 
of a food is simply determined and 
fairly well established for most foods. 
The maintenance value is much more 
difficult to establish and has by no 
means been determined for all foods. 
It is dependent upon a number of 
factors but is in the main a function 
of the amount and kind of nitrogenous 
substances present. However, the 
amount of repair material which the 
adult animal machine requires daily 
is very small as compared with the 
amount of energy demanded. There- 
fore, in order not to complicate our 
analysis unduly, we shall in the present 
paper consider the repair value of 
foods only incidentally. We shall 
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concern ourselves in the main with 
their energy value. 

Now all kinds of energy may be 
converted into heat. Heft is a sort 
of greatest common divisor for all 
energy forms. Heat is therefore used 
by physicists as a convenient common 
measure for energy; and the unit of 
heat is the calorie. It is the amount 
of heat required to raise the tempera- 
ture of one kilogram of water from 0° 
Centigrade to 1°. The energy value 
of such a substance as a food is de- 
termined by measuring the amount 
of heat generated when it is burned. 
Experiments have shown that, with 
some quantitatively unimportant ex- 
ceptions, this value is the same wheth- 
er the food be burned in a flame or 
in the body. Experiment has further 
shown that equal weights of different 
kinds of foodstuffs generate very dif- 
ferent amounts of heat when burned. 
Fat, for example, generates more than 
twice as much heat ‘as starch. It is 
obvious, therefore, that the unit of 
food value that we should select must 
not be the unit of weight but the unit 
of energy, the calorie. 

Having selected our units of land, 
of labor, and of food value, we are 
ready to attempt a grading of foods 
based upon the productivity in calories 
of land and of labor. The food in 
terms of the number of calories, as 
well as pounds, produced per acre 
is set forth in Table I. 

Examination of the table shows that 
ordinary potatoes produce the greatest 
tonnage per acre, while corn produces 
by far the greatest food fuel values, 
the greatest number of calories. If, 
however, we consider the out-turn 
not on the basis of yield per acre but 
on the basis of production per ten 
hour day of man labor, we obtain 
quite a different picture. Such com- 
putations have been made in Table 
i. 
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TABLE J~—Annvau Propucrion or Foop anp Eneray BY Various Crors PER Acre’ 4 


YIELD PER Acre 





* Crop 
Bu. Pounds 
Corn (Maize) 35 1,960 1,684 8,124,240 
Wheat... 20 1,200 1,490 1,788,000 
Rye.. 20 1,200 1,506 1,807,200 
Oats. ....... 85 784 1,600 1,254,400 
Trish Potatoes. . 100 6,000 $18 1,908,000 
Sweet Potatoes 110 5,940 480 2,851,200 
Soy Beans 16 960 1,598 1,584,000 
Peanuts. . & of 84 584 2,416 1,265,018 


Norn. This table adapted from Farmers’ Bulletin 877, U. S. Dept. of Agriculture: Human Food 
from an Aore of Staples Farm Products, by Morton O. Cooper and W. J. Spillman, Washington, 1917. 
The yields used in the table are arbitrary. They represent yields commonly obtained by fair agri- 
cultural practice upon fair land. They are appreciably greater than the general average of the 
country. ‘The use of such averages would not change the relation of the crops to one another. 


TABLE U-—Amount or MATERIAL AND Engrey Yinupep BY Various Crops Per Ten-Hovur Day 
or Man LABOR 





Nore. For crops like wheat and oats, the horse and man labor are nearly equal, while for corn 
and potatoes more man labor is required. The calculations are based upon the yields and food 
values used in Table I. The figures for labor requirements are estimates based on average agricul- 
tural practice and allow for horse labor. 


Facrors Inruvencine Crop 
SELECTIONS 


Inspection of the table shows that 
a day’s labor yields by far the greatest 
food fuel values when employed in 
the production of wheat and rye and 
the least in the production of potatoes. 
In terms of food value, calories, land 
can be employed most profitably in 
the production of Indian corn; labor 


in the production of wheat or rye. 
Where land is abundant and labor 
scarce we should expect such crops 
as the small grains to predominate. 
Where land is all occupied and labor 
relatively abundant, we should expect 
such crops as corn or potatoes to pre- 
dominate. In a general way such is 
the case. Wheat and rye for example 
characterize frontier agriculture in 
the temperate zones. 
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There are of course many other 
factors which influence the selection 
of crops aside from the obvious limi- 
tations set by climate and soil. Among 
the most important of these is the 
demand of different crops for labor 
at different seasons. Wheat and rye, 
since they are not cultivated, require 
labor only at seeding and harvesting 
time. Corn and potatoes need not 
be planted or harvested at the same 
time as wheat or rye; they require 
cultivation and give employment to 
labor at a time when it is not needed 
for the small grains. Therefore, while 
the small grains yield the greatest 
return per day’s work, it would not 
always be in the interest of efficiency 
to make over our agriculture so as to 
produce these crops exclusively, for in 
such a system agricultural labor would 
be without employment for a great 
portion of the year. This consider- 
ation, as well as the need for crop rota- 
tion to maintain fertility, requires 
at present a mixed agriculture. This 
condition, need not, however, obtain 
in future generations. A social organ- 
ization is conceivable in which agri- 
culture and industry are made to dove- 
tail, labor migrating from the indus- 
trial centers to the land and back from 
the land to the industrial centers sea- 
sonally. Under such circumstances 
fertility might be maintained to a 
considerable extent by artificial fer- 
tilizers. 

The foodstuffs considered in Tables 
I and II are all vegetable, the direct 
product of the land. Indirect prod- 
ucts such as animal foods have not 
yet been drawn into the discussion. 
In doing so it must be pointed out 
that foodstuffs may be divided into 
two main groups,—primary and sec- 
ondary. Primary foodstuffs are those 
which are the direct product of the 
growth of green plants and can be 
consumed by man directly. Such 


foods are fruits, vegetables, and bread 
grains. Secondary foods are those 
which result from the feeding of agri- 
cultural products to anitnals. Such 
foodstuffs are dairy and meat prod- 
ucts and eggs. 

The production of secondary food- 
stuffs by feeding the primary prod- 
ucts of the soil may be divided into 
two types. The first is the feeding 
of material in itself not suitable for 
human food, produced upon land not 
capable of primary food production 
such as range land, or produced as a 
by-product of primary food produc- 
tion, for example straw. The second 
is the feeding of materials suitable 
for human consumption, for example 
wheat, or of materials which, while 
in themselves not fit for human food, 
have been grown upon land that might 
have produced primary human food- 
stuffs, for example alfalfa. Plainly 
the two types may be of very different 
degrees of efficiency as measured in 
terms of land and labor. The first 
type is efficient in terms of land since 
rough land is ordinarily useless for 
anything other than pasturage. It 
may or may not be efficient in terms 
of labor depending upon circum- 
stances. As a rule, however, it is. 
Moreover, it converts into human food 
otherwise useless by-products such 
as straw and stover. The second 
type is, obviously, efficient if in the 
process of conversion of the primary 
foodstuff into the secondary one by 
feeding it to an animal little or noth- 
ing is lost. 


RELATIVE EFFICIENCY IN CONVERSION 
oF PRIMARY INTO SECONDARY Foops 


Let us, therefore, consider the eff- 
ciency of the conversion of primary into 
secondary foods. If a primary food, 
for example wheat, be fed to an animal, 
say a hog, it is converted into the body 
substances of the animal and thus 
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_ changed into meat or lard. The effi- 
ciency of this conversion depends upon 
a variety of factors. Different animal 
species are effitient in different degrees. 
For a given species the efficiency varies 
with the breed and age of the animal 
and the time it is slaughtered. ‘Thus 
the younger the animal, within limits, 
at the time of slaughter, the more effi- 
cient is the conversion. For example 
the conversion is more efficient in the 
case of hogs if slaughtered at 150-200 
pounds than if allowed to grow to 800 
pounds. In the case of beef the eff- 
ciency is greater if the animals are 
slaughtered at 15 or 18 months than if 
they are allowed to grow into three-or 
| four-year-old steers. For these rea- 
sons no general figures can be given for 
the efficiency of the process. 

In general, however, the hog is the 
most efficient of domesticated animals 
in the percentage of the energy value 
of the feed that is recovered in the form 
of pork and lard. This efficiency will 
range somewhere between 25 and 40 
per cent. The energy which is not re- 
covered is dissipated and goes to main- 
tain the animal and permit it to live 
and perform its vital processes. In 
- thecase of beef the efficiency is undoubt- 
edly much less. Thus, in a three- or 
four-year-old steer probably not over a 
few per cent of the energy value of the 
feed is recovered. However, a great 
deal of the feed of hogs is suitable for 
direct utilization by human beings. 
Hogs are fattened upon bread and fod- 
der grains with often a good deal of 
skim milk and relatively little pastur- 
age. Even when hogs are pastured on 
such crops as alfalfa, cow peas, or pea- 
nuts, the pastured crop is usually one 
which has to be planted especially for 
that purpose upon good land that is 
capable of producing primary foodstuffs. 

Cattle, on the other hand, may be 
produced upon fodder materials which 
are entirely unsuitable for human con- 


sumption, such as hay, straw, ahd 
grasses. ‘These are crops that may be, 
and to a large extent are, produced on 
rough land unsuitable for other pur- 
poses. Therefore, to the extent that 
cattle may be produced upon rough 
pasture and inedible by-products with- 
out feeding to them materials that are 
suitable for use as primary foods, their 
inefficiency as converters does not re- 
sult in waste of wealth, for the cattle 
make use of land and facilities that 
could not otherwise be used to produce 
food. However, if cattle are produced, 
as in stall feeding, upon feeds like grain 
that might be consumed directly by 
man, such a practice represents an eco- 
nomic waste, considered from the point 
of view of this paper. 

Dairying is a more efficient process 


TABLE Ui—Tum Urnazation or FEED BY 
VARIOUS ANTMALS IN THE PRODUCTION OF 
Foop 


Pounds starch equivalent in fodder required to 
produce 1000 calories in the form of: 


Den a8 . . Milk from good cow! 
Os 3... Ge - Garnet Pig meat! 

37 , . . ...Chickens? 

7 .. . Veal 1 

i eae . Milk from poor cow! 
-8..0.. ...... » . Mutton! í 
0 

0 

6 

0 


eee es be è vvs’ 


pare eeoe ae 


paige tone Eggs! 
. . “Baby” beef} 
. “Steer” beef ! 


eee eee ae 
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1“The Food Supply of the United Kingdom.” 
A report drawn up by a committee of the Royal 
Society at the request of the president of the 
Board of Trade, p. 27, London, 1917. 

2? Based on unpublished data of the Food Re- 
search Laboratory of the Bureau of Chemistry, 
U. S. Dept. of Agriculture. The experiments 
were made upon birds weighing 1.7 pounds on an 
average. They were fed two weeks under the 
commercial conditions obtaining in the feeding 
stations of poultry pacing establishments. The 
high efficiency secured upon the distillers’ grains- 
buttermilk diet is not typical of poultry produc- 
tion in general but the result of feeding for a 
brief period young birds upon a very" nutritious 
diet. 

7 Diet, corn, distillers’ grains and buttermilk. 

t Diet, corn and water. 
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than beef production. The dairy cow is 
about as efficient an energy converter 
as the hog and more efficient than any 
other domesticated animal in convert- 
ing nitrogenous vegetable substances of 
inferior nutritive value into animal pro- 
tein of superior value. Cows furnish 
us with milk, with veal, and when they 
are past their usefulness as dairy ani- 
mals, with beef. 

The relative efficiency of the utiliza- 
tion of feed by different animals is 
shown in Table UI. 


Foop Wasrtxss 


This table shows the great varia- 
tion in the amount of fodder required 
to yield a unit of food. It also makes 
clear the pre-eminence of the hog and 
the dairy cow. Unfortunately, we do 
not take full advantage of the dairy 
cow as a feed converter, partly because 
many of the country’s cows are “poor” 
cows, t.e., inefficient as converters, 
partly because we waste or utilize in- 
efficiently much of her output, as may 
be seen by a glance at Table IV. 


TABLE IV—Tase Disposition or tes Mox 


Sonrs PRODUCED IN THE UNITED STATES IN 


1916.1 
SOLIDA IN TEE COUNTRY'S Buron Les 

Mux PRODUCTION 11.50 
Consumed as milk.. ... 4.75 
Goes into skim milk 8.15 
Used aa butter.... 1.60 
Used by calves.... 0.45 
Used as ice cream.. 0.45 
Used as buttermilk. . 0.85 
Used as condensed milk. 0.80 
Used as cheese... ... 0,25 
Whey..... 0.25 


i The utilization of milk has improved some- 
what since 1916 due to the growing production 
of skim milk powder and the development of the 
condensed buttermilk’ industry. Skim milk 
powder is used principally for human food but in 
part also for animal feed. Condensed butter- 
milk is used almost exclusively for animal feed. 


Most of the skim milk, the butter- | 
milk, and the whey is fed to animals or 
wasted. In these three by-products is ` 
contained nearly one-third of the mate- 
rial in the country’s milk production 
that is not water. Nearly one-half of 
this solid matter is nitrogenous food 
material of the highest quality. It is 
an enormous quantity of about the 
same order of magnitude as the sum 
total of the nitrogenous food material 
in the country’s total annual beef con- 
sumption. 

If we bear in mind that a pound of 
starch has a food value equivalent to 
about 1,800 calories, then it is manifest 
from Table III that the production of 
secondary from primary foodstuffs fit 
for human consumption is a wasteful 
and inefficient procedure. The table 
shows that it takes about 5,400 calories 
to produce 1,000 calories in the form of 
milk or pig meat. The magnitude of 
the wastes for the country as a whole 
involved in the conversions treated in 
Table HI may be visualized by examin- 
ing the disposition of the principle feed 
crops of the country. This is given in 
Table V. It shows that but a minor 
portion of the corn, the oat, and the 
barley crop is used as human food. 
Most of these crops are fed to produce . 
secondary foods or to maintain draught 
animals. If we consider that the food 
value of these three grains pound for 
pound is somewhat higher than that of 
starch and if we also bear in mind the 
data presented in Table DI, we must 
conclude that the waste of food values 
in the case of these crops alone is enor- 
mous. That portion of these crops 
used to produce secondary foods is re- 
covered in part in the secondary foods 
—probably the recovery is less than 25 
per cent of the food fuel values. 

That portion of the crop fed to 
draught animals is lost completely save 
in so far as the fertilizer produced as- 
sists in crop production. For oats it is 


f 
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TABLE V.—Earmsatrep Disrosrrion or Fesp Crops on Farms or THE UNITED Srarres, BASED ° 
ON THE AVERAGE OF PRODUCTION AND FERDING FOR THE Frvs Year Preriop 1909-1914. 






Milch cows . 


ene cee 


Other or doubtful. . 


Not used on farms . 
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6.4 525 4.8 

1.8 20 9.4 

5.0 57 4.4 

1.8 20 1.1 

1.8 20 0.6 

2.2 25 2.2 

0.9 10 0.7 

76 86 71 

4.5 51 67 
814 47.0 86 
317 53.0 96 


Nore. Adapted from Farmers’ Bulletin 629, U. S. Dept. of Agriculture. 


probably more than half the crop since 
much of the oats not used on farms is 
fed to horses in cities. For corn it is 
more than one quarter of the crop. 
For barley a large portion was used as 
food in beer, a use that is now much re- 
duced. These wastes, the feeding of 
draught animals, might be avoided in 
part by the use of machinery. 

Before drawing inferences from the 


` thoughts above developed, two quali- 


~ fications need to be made in regard to 


we 


the relative efficiency with which pri- 
mary and secondary foodstuffs are pro- 
duced. In the conversion of primary 
foodstuffs into secondary ones much 
fertilizer is produced as a by-product. 
A material reduction in the numbers of 
domesticated animals would accelerate 
the depletion of the fertility of the soil. 
Much artificial fertilizer would have to 
be used and this again could be produced 
only by the employment of labor and 
material resources. These need to be 
set off against the losses from the con- 
, version of primary into secondary foods. 
Such is the first necessary qualification. 
The second is that some primary as 


well as some secondary foods are essen- 
tially by-products. Cottonseed oil is 
a primary food produced incidentally as 
a by-product of cotton growing. Mut- 
ton, to a very large extent, is a by-prod- 
uct of wool production. Some of our 
beef and most of our veal might simi- 
larly be regarded asa by-product of milk 
production. It is obvious that the cri- 
teria of efficiency which we have been 
using are not applicable to such by- 
products as cottonseed oil or mutton. 


In CONCLUSION 


It is evident, then, that in terms of 
labor and land the production of prima- 
ry foodstuffs, with perhaps the excep- 
tion of the production of beef and mut- 
ton upon the range and rough pastures 
or upon inedible by-products such as 
bran and straw, is more efficient than 
the production of secondary foodstuffs.* 


4 Cf, Armsby, H. P, “The Cost of Roast Pig.” 
Science, August 17, 1917, p. 161. 

“‘Germany’s Food: Can it last? Germany’s 
Food and England’s Plan to Starve Her Out.” 
A study by German experts edited by Prof. 
Paul Eltzbacher of Berlin. English edition 
edited by S. Russell Wells. London, 1915. 
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* It follows that a national dietary which 
consisted entirely of primary foodstuffs, 
that is to say, a wholly vegetable diet, 
would be one that could be produced 
with the minimum of labor and the min- 
imum of land. If it consisted exclu- 
sively of the primary foods that can 
be produced most efficiently, for ex- 
ample wheat and rye, it would in re- 
gard to labor and land achieve the acme 
of efficiency. Of course such a diet is 
impossible. No one could live upon it 
for any long period. Indeed, the ce- 
reals are far from perfect and complete 
foods. A diet consisting of such ce- 
reals as rye and wheat, supplemented 
by fresh fruits and green vegetables, 
would be a diet superior to one of bread 
grains alone, but it, too, would be quite 
inadequate. 

Apparently, for physiological reasons 
which it is not necessary to discuss in a 
paper of this kind, an adequate diet 


must contain a certain amount of ani- — 


mal products. A nation, then, might 
exist upon a diet on which it derived 
the greatest part of its energy from such 
bread grains as wheat and rye and a 
considerable part of its maintenance re- 
quirements from such animal foodstuffs 
as milk. In addition the diet would 
have to contain a certain amount of 
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green vegetables or fruits. It would 
also include the meat of veal and old 
cows, the eggs and meat of self-support- 
ing foraging hens, the product of the 
sea and inland waters, the mutton 
which is a by-product of wool growing, 
and the meat of animals like cattle and 
goats produced upon the ranges and 
other rough land. Obviously, such a 
diet can be produced with the minimum 
of labor and land. There is nothing on 
record to indicate that it is not whole- 
some. Its general adoption would re- 
lease much labor and much land. If 
we assume that both would be applied 
to the production of wealth, it is clear 
that the resulting national gain in 
wealth might be very great indeed. In 
any event the result might well be that 
the earth would support a far greater 
population than is commonly believed 
possible. 

However, as stated at the outset, the 
ideas presented herein take no cogni- 
zance of present psychological factors. 
Perhaps they represent what will prove 
to be a long-time trend. Certain it is 
that at the present time no such people 
as that of the United States could, un- 
der conditions now conceivable, be 
brought to accept such a diet or even 
one closely approaching it. 
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Creative Wealth Factors in Modern Scientific 
. Clothes Consumption 


Br Frank F. WIEDER, 
A.B. Kirscabaum Company, Philadelphia 


T is a well-known fact that the cloth- 
ing industry, which ranks twelfth 
in the United States and whose value 
in dollars and cents is considerably 
above $900,000,000, is probably less 
understood in its very many phases 
than fifty other industries which may 
follow in order of precedence. This 
is primarily due to a lack of the modern 
publicity and propaganda methods 
employed to bring any particular 
industry before the minds of our citi- 
zens. 

It may also be due to the fact that an 
article which is so commonly accepted 
as a part and parcel of our everyday 
life is apt to lose the glamour and the 
romance which, in the telling of it, 
appeals to the greatest number of read- 
ers. For instance, everyone is familiar 
with blast furnaces, the coke ovens, 
the tremendous machinery and the 
various angles to our wondertul steel 
business or with the alluring details 
of the making of pleasure automobiles; 
whereas there is not one man in a 
thousand who can tell you anything 
regarding the manufacture and dis- 
tribution of the suit of clothes he is 
wearing daily. 

There is no disputing the fact that 
the sources of wealth are a continuous 
chain, and that the element of respect 
inspired by well-dressed men contrib- 
utes greatly towards imcreasmg the 
wealth of the entire country to a very 
large extent; therefore, much can be 
accomplished by educating or at least. 
enlightening the public concerning the 
details of this industry. 

Briefly, let us consider the past 
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history of the men’s ready-to-wear 
clothing industry, and go back, say 
fifty or sixty years, when the clothes- 
buying public were divided into two 
classes—those who could afford to 
have their clothes custom tailored and 
those who could not. The latter class 
was served by a product that claimed 
no distinction, individuality or quality 
in either the fabric or the tailoring, and 
bore no relation to the present high 
standards of modern ready-to-wear 
clothing. In fact, the present in- 
dustry could trace its ancestry to the 
finer grade of custom tailoring rather 
than the cheap “hand-me-downs” of 
that period. 


Men’s CLOTHING IN THE MAKING 


Let us sketch, therefore, the develop- 
ment in the present modern clothing 
factory cf a product whose standards 
are considered so high by those who 
know and which, however, are not 
appreciated by the great majority. 

To begin with, the foundation of all 
good clothing is the fabric, which in all 
cases is required to be all wool, carefully 
tested for tensile strength, for fast 
color, for its wearing qualifications 
and other standards which must be 
met strictly before the cloth can be 
passed through for the further process- 
es. The same cloth is then subjected 
to a stringent shrinking, either by 
London Cold Water, or by steam to 
overcome the natural abuse due to 
shrinking after the fabrics have been 
made into suits and overcoats 

The rext step in this well-organized 
chain is the perfection of cutting and 
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*trinfming methods It would be wise 
to record that the cutting'of a modern 
well-made clothing output bears no 
relation .whatsoever to the careless 
plan of chopping out in vast quantities 
a number of garments, as practised 
years ago. A large part of men’s 
clothing is cut by hand with the 
scissors and it is only in the cheaper 
fabrics, such as summer goods or in the 
very heavy staple overcoatings that 
use is made of the electric cutting 
machine. Even this latter is a great 
improvement over the old-fashioned 
saw of former days, and the result is 
that the cut material passes on to the 
shops with the details much more 
carefully worked out and permitting 
of a finer finish by the tailoring de- 
partments. 

Too much cannot be said regarding 
the present-day clothing shop, whether 
it be in the manufacturing of coats, 
pants, vests or any other part of the 
product. A shop is organized very 
similar to an army unit, with its head 
foreman or quality man, assisted by 
a sub-foreman. Each particular oper- 
ation is performed by a specialist whose 
daily work is confined to this one thing, 
and who, because of this, perfects him- 
self in his work. How different from 
the custom tailor who has to make the 
entire garment himself, bringing forth 
that old adage, “Jack of all trades is 
master of none.” ‘The work in these 
shops is subjected to the most minute 
scrutiny, and the product carefully 
examined before it appears in the stock 
shelves of any company. 

The question, naturally, is asked 
how these things are possible, when the 
moderate price of the average ready; 
made garment is compared with that 
of a custom-tailored one, and you will 
not fail to overlook that, not with- 
standing the fact that the ready-made 
clothing consumer receives the benefit 
of a product designed by a master 


executive, who was far better trained 
than the various custom tailors whose 
vision could never be so broad, never- 
theless, he also benefits by the apparent 
economy of enormous purchases of 
woolens and trimmings together with 
mass production along modern and 
efficient lines. 

Just recall the recent happening, 


wherein that noted sportsman, the 


Prince of Wales, makes popular a 
certain type of suit and practically, 
in three months, this garment is within 
the reach of the entire clothes-buying 
public of this country. 

How is this made possible? Here 
is where a perfected distribution plays 
its part. Any number of our leading 
manufacturers prepare a line of models 
carefully designed and manufactured 
under the supervision of a master 
designer. Hundreds of wide-awake, 
energetic representatives leave for 
every state and city m this country 
about the same time twice a year, 
to bring home to the doors of the buy- 
ing public the latest creations in style 
of garments and fabrics. 

Through this method, hundreds and 


‘thousands of suits from one fabric 


and over one model are brought to- 
gether and collated in the various 
fabrics. They’ are manufactured in 
large quantities, but there is no fear 
of uniformity or sameness, because 
these garments are distributed through- 
out the country. Probably the wearer 
of one garment will never see the identi- 
cal suit or overcoat in his own com- 
munity, so he has all the advantages 
of individuality of design and fabric, 
yet, withal, at a moderate price. 


CLOTHES AND BUSINESS SUCCESS 


A rather serious development has 
affected the prosperity of the men’s 
clothing industry in the past few years, 
due primarily to the ever-increasing 
purchase of automobiles, as well as 
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hand in every business undertaking, 
the small and the large alike. 

In tbe clothing field advertising has 
been drawn*down to more scientific 
lines. Instead of bulk advertising of 
the past, we see more and more intelli- 
gent effort—a sharper distinction in its 
objectives—less bombast, and a fine 
restraint and dignity in its application. 
The clothing manufacturer no longer 
confines himself to screaming broad- 
sides directed at the masses, but divides 
his appeals to reach special classes, and 
instead of devoting all of his advertis- 
ing appropriation to consumer an- 
nouncements, now uses large funds to 
instill in the retailers’ mind a proper 
appreciation for the benefits which will 
accrue from the regular use of proper 
local advertismg. ‘Thus, advertising in 
its modern application has become an 
educational force in the same measure 
that it is a business-building force. 
The progressive clothing manufacturer 


not only employs the many approved 
avenues of advertising to promote and 
create a consumer-demand for his prod- 
uct, but in these same channels he in- 
structs the retail merchant in the most 
resultful methods of advertising work 
—to the end that the merchant can 
most readily gain the good-will of his 
community—foster a growing interest 
in his store and the manufacturer’s 
product—and in this way stimulate an 
ever-growing circle of trade. 

The chain is now complete, and the 
product of an efficiently organized in- 
dustry is making itself felt in the eco- 
nomic life of this country. American 
business men, stylishly dressed, are bet- 
ter prepared than ever before to contrib- 
ute their very large share to the prosper- 
ity of this ever-growing country, and 
with a deeper understending of its prob- 
lems by the public, this industry bids 
fair to improve its position and arise to 
the very top in American business. 


Wealth-Contributing Factors in the Building of 
Modern Homes 


By Brenton G. WALLACE 
WALLACE & WARNER, ARCHITECTS 


ROTECTION from the elements 
constitutes one of the most funda- 
mental necessities in the life of man. 
Passing from the period of bare neces- 
sity to the modern electrically equipped 
home represents man’s capacity to co- 
operate with the laws of nature in 
establishing what to the wealthy of the 
Middle Ages would be called an ideal 
home. Along with home development 
has gone the increased wealth of our 
country. 

It is only when a man actually starts 
to build a house that he fully appreci- 
ates the composite interdependence of 
modern industry. The materials raw 
and already manufactured consisting of 
lumber, nails, hardware, glass, stones, 
cement, tools, and roofing are neither 
a house nora home. The transitional 
stages are from raw and manufactured 
products into a constructed house and 
its final conversion into a home. 
Multitudes of workmen, and varied 
industries throughout the country are 
reciprocally dependent for a livelihood 
upon this most elementally construc- 
tive instinct of man. 

It is quite significant that the word 
home is used in preference to house. 
The word home implies not alone 
shelter but a place wherein the parental 


and sacred obligations of individuals to . 


each other are given an environmental 
setting. It is a place which affords a 
setting for the different instincts which 
man is capable of expressing. The 
social instinct, the deeper instinct of 
constructive workmanship combined 
with the deeper emotions pertaining to 
beauty, pride, and self-realization are 
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among the forces at work ultimately to 
establish a home. So vital is this 
thought of the far-reaching conse- 
quences of home life on the develop- 
ment of the individual that any city is 
exceedingly proud when it can be 
characterized as a city of homes. 


Make-up or IpeaL Home 


There are four wealth-creative fac- 
tors in the modern construction of a 
home in accord with the deeper im- 
pulses of our nature to possess an 
environmental setting which permits 
the occupants to live healthfully and 
happily. First, the selection of the 
right setting or location. 

A house of itself may meet all the 
demands of utility, but, unless it is 
located in surroundings capable of 
expressing beauty or capable of per- 
mitting the workmanship instinct of 
man to give vent to itself, there is 
ultimate loss of self-respect. The sur- 
roundings of the house have a decided 
influence upon its Inhabitants. 

Second, the house itself should be 
constructed in accord with the laws of 
proportion, balance, and symmetry. 
Space should be so utilized as to afford 
convenience, privacy, freedom of move- 
ment, and the placement of furniture 
under conditions which might aptly 
be characterized in the phrase—“ aptly 
livable.” 

Third, a house should contain utili- 
ties in keeping with labor-saving 
devices. This does not necessarily 
mean reducing the size of a home. 
Rather should the ideal always be to 


reserve space for freedom of movement. 


a 
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Modern ideas as frigidaire, dishwash- 
ers, books, radio sets, pictures, lighting, 
automobiles, and heating systems, 
should be thought of and discussed in 
terms of not only the immediate fam- 
ily but the possible future growth of 
the family. A modern home then 
rightly becomes an incentive worthy of 
self-denial as well as willingness to 
assume responsibilities. In this con- 
sists legitimate new wealth. 

Moreover, we are coming to see that 
values of real estate tend to be stabi- 
lized accordingly as the above-named 
conditions enter into the selection and 
construction of a modern home. 

Fourth, a property should be pur- 
chased under conditions which permit 
financing in keeping with the legitimate 
hopes and aspirations of the purchaser 
over a long period of time. A happy 
and contented man surrounded by a 


family established in a home worthy ` 


the name is likely to be a better worker, 
a believer in thrift, and a better citizen. 
A home appeals because it has been 
constructed in the right location with 
sesthetic values. Such a home gives 
dignity to life and establishes noble 
. Incentives in rearing a family. 

Certainly the four factors named are 
_ wealth-creative in their impulses. 
Advertising and salesmanship become 
worthy of their place in our present 
scheme of things as they demonstrate 
their persuasive force in the establish- 
ment of concepts pertaining to the art 
of living, which is inseparable from our 
dawning consciousness of all that is 
implied in the phrase—a modern home. 


Lack or Baautry ELEMENT 


The American people have, however, 
yet to become educated to better and 
more artistic houses. In this education 
consists the possibility of normal in- 
creased wealth. Other countries real- 
ized the value of this fact years ago, 
for all through England one sees whole 


communities of lovely little houses, 
laid out artistically and planted 
beautifully with hedges, evergreens, 
and wonderful old trees. Of course, 
the planting was very young when 
first put in, but that was considered as 
necessary as other phases of the build- 
ing. Other countries also have realized 
the value of a master mind in building, 
and have included the architect when 
the first thought of building was con- 
sidered. A well-designed and beautiful 
house grows in beauty as it ages, while 
a so-called “carpenter’s house” be- 
comes more unsightly all the time. It 
pays to employ an architect, as every 
inch of space is utilized, whereas in a 
self-planned house space may be lost 
in not knowing how to arrange the 
rooms to the best advantage. Also in 
the proper use of materials to get the 
best effect, does an architect prove 
most valuable. 

In first planning a house, one should 
consider carefully his lot and location. 
It should be on high ground, preferably 
with shade trees. It should be near 
good transportation lines to make it 
readily accessible, and should be lo- 
cated near stores, churches, etc. The 
price may be a little higher than more 
remote ground, but it is a good invest- 
ment, for the value will increase as the 
surrounding ground is built up. Every 
house should have its own plot of 
ground rather than being in a row, for 
the additional ground affords not only 
more light and air, but also gives the 
family more freedom and privacy, 
additional ground for gardening, as 
well as giving the children a space for 
playgrounds. 


Dow: Rentr—Bouiw anp Own 


So few people know the method of 
financing that is used today; if they 
did, fewer would rent, because rent 
money is nothing gained and all lost. 
A family takes no interest in a rented 


72 


house and little in a community, for 
they do not feel so permanently lo- 
cated. The procedure of building a 
house is this: 

The family discuss the type and size 
they want. Then they convey their 
ideas to an architect, who tells them 
approximately what the cost will be. 
This is usually very accurate, for it is 
figured on the cubage basis, which is 
the actual experience of the cost of 
building other houses. Then after the 
decision is made to go ahead, a con- 
tract is made up by the architect giving 
the specifications of the house, cost, 
etc., and this is signed by the owner. 
This contract includes everything, so 
that when the house is finished 
there are not a lot of unlooked-for 
extras so many people expect. When 
the plans are drawn and the house 
is started, a small payment is made— 
usually about ten per cent of the 
value. Then the bank takes a first 
mortgage of about one-half the valua- 
tion of the house; a second mort- 
gage is placed in the building and loan 
association of about one-half the first 
mortgage, which makes a very reason- 
able carrying charge, which is a great 
deal less than paying rent. The 
second mortgage is a reducing one, 
so that in a certain number of 
years it pays itself off. This is an 
excellent way of saving, as one is 
forced to keep it up in small amounts. 
_In the modern houses so many 
practical appliances are installed for 
saving labor that the housekeepers 
and mothers of today have more free- 
dom, than formerly. The automatic 
heat that is installed by means of hot 
water heated by gas or oil is a marvel- 
ous convenience, as well as a health 
producer, for an even temperature 
makes colds, etc., avoidable. The 
automatic gas method of heating water 
is also a wonderful convenience. 
Everyone knows the advantages of 
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electricity in modern homes for use in 
lighting, cooking, washing, and cleaning. 

In building a home all things are 
more attainable than in’ a rented or 
old-fashioned house, for in building 
one can express one’s individuality 
according to his personal wants. 

The aspect on society in owning 
their home is to make them more 
independent, more self-respecting, and 
more ambitious, for as a family in- 
creases its standards, its friends change 
and they become more educated, and 
this creates a desire for better things. 
When a community is made up of 
attractively laid-out and artistically 
designed houses each individually 
owned, tremendous value is added not 
only on account of the houses them- 
selves, but because the community is 
bound to grow for the very reason that 
it is beautiful and therefore popular. 
Consequently, every store, industry, 
and trade that is normally supported 
by a residential neighborhood contin- 
ues to thrive and prosper. 


PROPER Civic ATTITUDE 


The problem of modern homes is not 
merely individual in its solution: it is 
also a question of municipal guidance 
in determining the fitness, style, and 
quality of a house to be built. One of 
the evils in many houses constructed 
without counsel or advice is the ram- 
pant disregard for any other idea than 
that of a cheap house. This is the day 
where expert advice means not addi- 
tional expense, but saving in relation 
to the future. 

A well-known suburban town at one 
time took a pride in compelling houses 
to live up to certain stipulated building 
conditions. There is considerable 
property on the outskirts of this town, 
but no distance is longer than a six- 
or eight-minute walk to the station. 
The town council is more solicitous 
regarding present street expenditures 
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than it is promotive with respect to 
future home developments. It has 
withstood pressure to put m water and 
sewerage. As a result, what might 
otherwise have developed into a beauti- 
ful residential district with charm and 
distinction is now a mixture of small 
and undignified houses of cheap con- 
‘struction. As a consequence many 
fine old properties fringing on this new 
development are decreasing in value. 
Had every small town or city an 
engineer and architect, a banker and 
‘the mayor as members of a committee 
to think in terms of the maximum 
beautiful home or even the minimum 
beautiful home, such a condition as 
‘above indicated could not occur. 
Garages would not be built in places 
destructive of well-ordered communi- 
ties, nor would stores be placed in any 
‘other quarter than an analysis of the 
particular community showed. 
| Tt is business efficiency for any town 
ior city to think of a budget and greater 
efficiency. But it is not wisdom to 
neglect the advice of experts in their 
efforts to establish future values which 
pertain not only to the individual but 
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also to the more general good. It if at 
this point that the modern banker has 
his contribution to make. It is his 
ability to co-operate with those in- 
terests which establish values over a 
long period of time that should con- 
stitute his responsibility to any com- 
munity. The past, the present, and 
the future should in most instances be 
a blending so as not to destroy unity 
of growth in relation to properly 
established values in any community. 

From an individual point of view 
that community is wealth-creative 
whose standard of home living means 
willingness of the individual to think 
in terms of greater responsibility be- 
cause his home is a pleasure and 
delight. 

Advertising will undoubtedly do 
much in the future to sell not particular 
materials for construction so much as 
to force the individual to consult 
experts for advice. Salesmanship will 
consist in visualizing the home to the 
prospect in terms of an emotional 
appeal pertaining to a high standard of 
living rather than mere price com- 
petitive methods. 


New Wealth, New Standards of Living and Changed 
Family Budgets 


By Mrs. CHRISTINE FREDERICK 


Founder, Applecroft Home Experiment Station, Greenlawn, Long Island; Author, Household 
Engineering, The New Housekeeping, etc. 


AVE we really grasped the full 

significance of the present and 
potential social changes inherent in our 
new wealth and consumption stand- 
ards? 

Most of us are repelled by statistics, 
but they are as necessary as yardsticks 
or measuring spoons, and we will never 
know the extent of our country’s 
metamorphosis in the past ten years 
until we try to digest at least the 
salient facts. The America of 1913 has 
been altered astonishingly, and the 
changes which have come over us were 
more swiftly achieved than any of 
equal importance at any time in our 
history. 

We will linger for a few minutes upon 
the great basic figures which are the 
foundation stones of the new structure, 
and see how far they have been moved 
out of place by the economic upheaval 
of the past decade. First, however, 
let us set even these figures in a century- 
old perspective. Take the totals of our 
wealth: How much new wealth did the 
United States develop in the century 
from 1800 to 1900? The reply is 88 
billion dollars. If we shall now ask, 
how much new wealth did we create 
between 1910 to 1920, we shall fall 
upon the astounding truth that we 
added 185 billions—over half as much 
again in ten years as in an entire cen- 
tury of our history! We sold more 
goods to the world (89 billions con- 
trasted with 85) in this decade than in 
the entire 19th century; and we mined 
a billion tons more coal, smelted twice 
as much copper, made 81% times as 
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much steel, and spent 13% billion dol- 
lars more upon our schools. We 
match a decade against a century, and 
the decade wins! 

According to Dr. W. I. King,' our 
national income in 1850 was about 214 
billions, from which small sum it rose 
by 1900 to 18 billions, and by 1910 to 
30 billions, and by 1928 had reached 
66 billions. What stupendous con- 
trasts! Just before prohibition went 
into effect, we were spending almost as 
much for intoxicating drink as the 
entire nation earned in 1850! And 
today we are spending for meat alone 
almost as much as the entire nation 
earned in 1850! More remarkable still, 
we spent over 5 billions for automobiles 
and supplies in 1923, which is more than 
twice the total income of the nation in 
1850! True, our population was 23 
millions then as against 105 millions in 
1920, but this merely quarters our 
contrasts, leaving them still striking 
enough. 

For the sake of greater sense of 
familiarity in dealing with figures, let 
us assume that the entire nation is a 
family, and view its income and outgo 
from the angle of family spending. 


Wuere Most or Our Money Goss 


Our income for 1924, it is generally 
agreed, will be approximately 66 bil- 
lions. We have had no “raise” since 
1919, for this income is the same figure 
as for 1919 (which we considered a high 
peak)! Figured out on a daily basis it 

a Wealth and Income of the People of the 
U. 8. 
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means that our national “daily wage,” 
if we may so call it, is 180 million dol- 
lars per day. In 1910 the nation’s 
daily income was less than half this 
sum—only about 85 millions; so you 
see that the national family finances 
have doubled in 14 years. 

Now, as we are not particularly 
interested in that part of our national 
family’s business which is purely 
industrial, we may inquire more closely 
about our retail expenditures. They 
represent true family outlay, and give 
the same vivid picture of the condi- 
tion of the national family budget, as 
does the amount of the grocer’s and 
butcher’s bill in an individual family. 
According to Dr. Paul H. Nystrom, an 
authority on retail matters,* the retail 
volume of trade in the United States 
amounts at present to approximately 
35 billion dollars annually—somewhat 
more than half our total income. Now 
how much does our big national family 
spend in the various kinds of retail 
stores? Dr. Nystrom figures it as 
follows: 


5.6 billion dollars 
In clothing stores... 7 ge 7 
In tobacco shops... I 

In auto stores...... 3 


6 

at 
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5 sé ás 
drink stores...... 

In furnitureand home 
furnishings stores . 

In jewelry and music 
shops...... ey 

In miscellaneous 
shops 


1.5 4$ se 
1 8 {í ce 
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Meat, poultry and fish. vce x PS eae mensne 
Dairy products, milk, cheese, eggs, ete.. .. 


Flour and bread... 


2 Dr. Paul H. Nystrom, head of Retail Re- 
search Assn.; figures from address before New 
York Saies Manager’s Club, May 8, 1924. 
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What an opportunity to peek int 
the private family affairs of Mr. an 
Mrs. Uncle Sam! We see how Unel 
Sam and his lusty brood “eat him ot 
of house and home”; he spends 27 pe 
cent of his entire income on food! I 
fact, he and his family eat about £ 
much in a year as they spend on clotl 
ing, automobiles, tobacco, candy, so! 
drinks, and home furnishings con 
bined! Food is 44 per cent of Une! 
Sam’s total expenditure at retail store: 

There are no comparative figure 
available which will permit us to mak 
authentic comparisons with past year: 
but it is certain that the change he 
been extensive, because the number 
food purveyors and their volume «< 
business has so greatly increased. I 
1909 the total dollar value of foo 
produced, according to the census, wa 
approximately 4 billion dollars; by 191 
it had reached nearly 121% billior 
(much being exported), and in 1921 : 
was almost 8 billions; abouttwice what 
was a decade before. This represent: 
of course, only manufactured foods. ] 
is difficult to break up accurately or 
national family food bill into parts; bi 
if a survey made by Dartnell ? is rel 
able, we have a division as shown belov 

The outstanding fact is the ver 
much larger place in the family budge 
which is occupied today by food. Te 
years ago, in lectures on family budget 
I and many other home economii 
authorities considered that 20 per cer 
of the family income for food was £ 
much as good nourishment and goo 


88% of average family food bi 


pean he i f 
IE KIKAR a% Be AEN, OM 
Roe ere 6%“ a a 
Se conte add 4% st cet raf € t 
Sane cies 26% “ 5 RE d 


3 Market survey made by Dartnell Corpor 
tion; published in Salesmanagement Magazin 
October, 1920. 
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* ecohomics demanded. It would ap- 
pear from our figures that, whatever 
may be a sound or frugal ideal, the 
American family spends 27 per cent of 
total income on food; and since this 
figure is arrived at by taking national 
income as a whole, I am inclined to 
believe that the actual percentage of 
the average family spent for food is 
about 35 per cent to 40 per cent. . 
How does America’s high ratio of 
food consumption compare with other 
countries? According to Dr. Alonzo 
E. Taylor, an international food ex- 
pert,4 America and traditionally well- 
fed Germany were on a par in pre-war 
times. Each nation consumed ap- 
proximately 8,650 calories per capita 
per day, whereas the United Kingdom 
consumed 2,860 and Italy 2,560. The 
per capita for the United States, in my 
opinion, is today about 3,800 or 8,900, 
although it is true, as Dr. Taylor says, 
that increased income tends toward 
more varied diet rather than increase in 
calories per capita. But still there is an 
increase, since a generous table always 
superinduces a measure of overeating. 
We see the reflex of this in the wide- 
spread concern of the more fastidious 
American men and women with over- 
weight. Dr. Taylor himself estimated 
that 10 per cent of our population 
consumed more than 4,000 calories, 
without the hard work which justifies 
such an intake. I believe this estimate 
low. The working classes are notably 
heavy eaters. On the New York East 
Side, four meals a day are the rule: 
while among factory and farm popula- 
tions, generally, the intake of food of 
high calorific value is very heavy. The 
food ratio of expenditure is often 40 
per cent to 45 per cent of the total 
income among working classes, even 
with the high wages received. The 
4 Article by Alonzo Ethelbert Taylor on “ Con- 
sumption, Merchandising, and Advertising of 
Foods,” Harvard Business Review, April, 1924. 
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steak-eaters and the despisers of vege- 
tables, salads, and cheaper cuts of meat 
are principally well-paid mechanics, 
in my observation. ° 


LURING THE DOLLAR FROM THE 
KITCHEN 


Consideration must also be given to 
the rapidly increasing amount of food 
eaten outside the home, in restaurants, 
at soda fountains, etc. There are 
today about 125,000 hotels and eating 
places—an increase of at least 40 per 
cent in 10 or 15 years. The habit of 
eating a fourth meal, a supper, grows 
with increased prosperity. So serious, 
indeed, did the new family habit of 
eating out at cafeterias and restaurants 
become, in a large western city, that 
the local gas company asked me a few 
years ago to develop a lively home 
cooking campaign to induce women to 
go back to their kitchens to prepare 
food! 

The soda fountain has emerged as an 
eating place, and soft drinks take rank 
with candy in the revised eating habits 
of the American family. The rapid 
advance in consumption of sugar is an 
American romance. Back in the days 
before the Civil War, the consumption 
of sugar per person was scarcely a few 
dozen pounds per year; today it is close 
to 100 pounds per person; rising from 
79 pounds in 1910. 

The 85,000 confectionery stores of 
the country sell 18 pounds of candy 
per person to the people of the United 
States—a rise of 300 per cent in a few 
decades. Candy and soft sweet drinks 
comprise about 6 per cent of our food 
bill. 

Strangely enough, coffee and tea are 
a lesser part of our family food budget 
than formerly. 

If we include candy and sweet drinks 
into the family food bill, we have a 
total of 17 billion dollars, or almost 
exactly one half of the country’s total 
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retail expenditure, or approximately 
3314 per cent of the total family 
budget. Our expenditures for what we 
put into our mouths, including tobacco, 
are today more than our expenditures 
for all else that we buy in retail stores. 


Our CONTRADICTORY AMERICAN 


I have always been fascinated with 
the relativities of consumption in the 
American family. The statistics make 
such startling and educative contrasts! 
Per capita statistics open into view 
humanity’s throbbing idiosyncrasies 
when they point out such antipodal 
contrasts as that we spend $2.58 on 
diamonds per person and $1.10 on 
books; $4.15 worth of near beer and 
only 22 cents for dentifrices. Only one 
in ten people in the United States brush 
their teeth, but we consume enough 
tobacco per year to pay off the interest 
on the entire public debt! 

We spend only 6 cents per capita 
annually for ink (the guesses of editors 
to the contrary!) and $1.80 for pickles. 
We spend 62 cents for professional and 
scientific instruments and $11.00 for 
advertising. We spend 67 cents for 
condiments and only 57 cents for 
typewriters; 827.00 for joy riding, 
pleasure resorts and races, and only 
81.29 for religious work. We spend 51 
cents for firearms and shells and 18 
cents for fountain pens and steel pens. 
We spend $28.00 for luxurious services 
and 82.20 for pianos, organs, and 
phonographs. We spend 85.00 for 
jewelry; 5 cents for artists’ materials 
and 15 cents for artists’ finished work of 
various kinds. We spend $3.00 for ice 
cream and 8 cents for professors’ 
salaries; we spend $45.00 for luxurious 
foods and $10.00 on public schools. 
We spend $9.00 for perfumery and 
cosmetics and 30 cents on mirrors. 

We spend $3.75 on toilet soaps and 
90 cents on eggs. We spend 65 cents 
on coffins and 11 cents on health serv- 


ice. We spend 10 cents on regalia, * 
badges, and emblems, and 2 cents for 
engravers’ materials. We spend $2.10 
on patent medicines and 82 cents for 
watches, 45 cents for toys and $8.20 for 
cakes and confections. We spend 
$8.15 for theater admissions and club 
dues and $1.86 for shirts. We spend 1 
cent on theatrical scenery and 25 cents 
on sporting goods. We spend $21.00 
on automobiles and parts, and $55.00 
on men’s clothing. We spend $11.00 
for candy and $41.00 for meats. We 
spend, finally, $30.73 for government 
expenses." 

It will be pleasing to the vegetarians 
to note that we are eating less meat per 
capita. In 1900 we were eating 79.2 
pounds of beef; in 1921 we had reached 
a low water mark of 57.8 pounds, only 
to indulge in our obsession for beef- 
steaks a little more freely as greater 
prosperity arrived in 1922—61.4 
pounds. Instead of the 10 pounds of 
veal we ate in 1900, we now eat 7.8 
pounds; instead of 84.6 pounds of pork 
and pork products, we now eat 76 
pounds. Of mutton and lamb we have 
dropped from 7.7 pounds in 1900 to 5 
pounds in 1922. Our total per capita 
meat consumption was 181.6 pounds in 
1900, and in 1922 only 149.7 pounds. 
We got it down in 1917 to 182 pounds. 
Farmers and packers are endeavoring 
to bring it back to 179 pounds. 


ARTIFICIAL STIMULATIONS TO 
CONSUMPTION 
There are, in fact, many and power- 
ful commercial forces at work with the 
modern tools of publicity and selling 
to increase the per capita consumption 
of foods which have been neglected for 
other articles. The flour millers are 
trying, with an “eat more bread” 
propaganda, to raise per capita con- 
* Per capita statistica quoted here are compiled 


by the Business Bourse, International, New 
York. 
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‘sumption from 200 to 220 pounds per 
year. We eat only three-fourths of a 
loaf of bread per day per person today. 
Milkmen are trying to bring up per 
capita milk consumption to one quart 
per capita per day—it is scarcely two- 
thirds that now. The butter makers 
want to bring up per capita butter 
consumption to Australia’s high level 
of 10 pounds above our own. Cheese 
makers want to raise our cheese con- 
sumption by 22 pounds per capita, to 
equal Switzerland’s. All of these 
efforts are indicative of the American 
family’s desertion of old and cheap 
forms of nutriment for more attractive 
and varied new foods. The tremen- 
dous impetus given to fruits, vegeta- 
bles, nuts, apples, raisins, and prunes 
by grower’s co-operative marketing 
associations is developing a dietary 
change; while refrigeration cars and 
ships are bringing to America quanti- 
ties of other foods, all of which are 
altering standards of consumption. 
These artificial stimulations to con- 
sumption are not confined to food 
fields. Many articles once desired 
have been neglected. Cotton goods 
have made way for cheap silks; the 
young lady of whatever social station 
wearing cotton hosiery is today a 
rarity! Enamelware for the kitchen 
became overshadowed by aluminum, 
in turn, as tinware had been displaced 
by enamelware, until eramelware 
makers bestirred themselves. Sus- 
penders were almost displaced by belts, 
carpets by rugs, lace by cretonnes, 
washtubs by washing machines, yellow 
laundry soap by soap chips. Always 
the trend is toward something better, 
but also more expensive; always a lift 
to the sum total of the family budget. 
Comparisons between food, clothing, 
automobile, and other divisions of the 
family budget are striking. ‘The ratio 


of expenditure for clothing has been 


declining. If Dr. Nystrom’s figures 


are correct, we spend only about $75.00 
per person per year on clothing. Ona 
family basis, this is about $360.00 per 
family per year (using “the census 
figure of 4.6 persons to a family). 
This is a lower percentage of the pres- 
ent-day family budget than clothing 
has been wont to occupy in other days, 
and is a significant social change. How 
is it explained? 

We are now arrived at a point in this 
nation-wide saturation of the family 
budget with new wants, when some old 
wants are sacrificed, even if there is no 
question of the price involved. The 
National Association of Retail Clothiers 
asserts that the average man no longer 
cares much about clething, but does 
about an automobile. Iowa, according 
to this Association, leads in number of 
automobiles, but also in careless ap- 
pearance! Ina New York State town, 
a clothing store made its annual sales 
drive, selling only 17 of the usual 150 
suits sold; whereas across the street in 
the same interval 25 cars were sold! 
The shoe manufacturer’s plaint is the 
same. People don’t walk much any- 
more, thanks to the automobile, and 
their shoes last toolong! They are not 
so fussy about their footwear,—at least, 
women are not, from a quality point 
of view, as they seem to prefer fancy 
novelties made of cheaper materials. 

Women certainly do not make more 
of their own or their children’s clothes 
than formerly; but they buy cheaply 
ready-made garments cut to stand- 
ardized patterns; simple dresses, with 
not much underneath! The frills, 
furbelows, petticoats, and laces of 
older days have disappeared; women 
dress far more simply and sensibly 
today, and at lower cost in ratio to 
income, than before. They have 
turned more of their expenditures to 
toilet articles. In 1923-24 nearly 
fifty new foreign perfume makers 
opened offices in America. 
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RADICAL SOCIAL CHANGES 


We thus see at work the social 
changes due to new types of merchan- 
dise, new wealth. Time was when 
well-to-do farmers’ sons spent a lot of 
money on fancy watches, guns, clothes; 
but it is automobiles today. A certain 
level of workmen even in recent war 
years bought silk shirts—until his 
income and surplus reached the Ford 
car level! The farm woman once wore 
little else but gingham and black 
alpaca. She buys copies of Fifth 
Avenue models today, and her daughter, 
whose face was innocent of aught but 
freckles, now possesses the standard 
female laboratory of toilet articles. 

The 1924 family budget has in it a 
far greater variety than it ever before 
contained. The social workers of a 
generation ago made up budgets suit- 
able for wage earners, and they did not 
-——nor could, indeed——provide for very 
wide variety or for very high percentage 
for recreation, education, clothes, sav- 
ings or for rent. Today there are 
great numbers of wage earners whose 
recreation percentage is far above the 
tiny 5 per cent allotted them years ago; 
indeed, above the 10 per cent which is 
standard general home-budgeting prin- 
ciples. 

Variety is gaining fast in the food 
budget, and meat is looming less large 
in it. 

There is a growing scarcity of meat, 
especially the choice cuts, which are all 
the average person seems to care for. 
There is also the dietary reason for 
reducing meat diet, for an increasingly 
urban, sedentary population should not 
eat so much meat. Meat has in the 
past been by far the largest food item 
onthe American menu. We have been 
in the habit of eating a good deal over 
two billion dollars’ worth of meat of all 
kinds (not including poultry and fish); 
and intelligent hopes are for no less than 


a reduction by one half of the per 
capita consumption. Meat is now one 
quarter of our entire food bill. Itisa 
fact astonishing to contemplate that 
we have spent more for meat than we 
have speni for clothing of all kinds. 
When it is realized that America is 
still the best dressed nation in the 
world, the true proportions of this 
stupendous fact will be noted. 

We spend about seven times as much 
for meat as we spend for bread; and 
about five times as much for our meat 
as we spend for our public schools; and 
over ten times as much for meat as we 
spend for our churches. A rearrange- 
ment of our family budget in the direc- 
tion of more vegetables and fruit and 
other forms of food is inevitable, and 
is, in fact, taking place. War-time 
discipline had led to the discovery of 
new foods, with much resulting benefit. 

There is another great change in 
consumption habit which must now 
come as a result of prohibition. We 
have been consuming over two billion 
dollars’ worth of intoxicating liquors. 
As a matter of fact, our meat bill and 
our bill for intoxicants were about 
alike, and together meat and alcoholics 
totaled considerably over one half of 
all that we put into our mouths—an 
arresting fact all by itself. Every time 
a year rolled by we had spent nearly five 
billion dollars at the butcher shop and at 
the saloon. For this same expenditure 
we could have built Ave times as many 
colleges and universities as we have 
now, and we could have paid the cost 
of running the Postoffice Department 
for twenty years with one year’s 
expenditure for these two things. 


INCREASING CONSUMPTION OF NEW 
COMMODITIES 


It can readily be seen, therefore, that 
merely with regard to meat and drink 
our change in consumption habits is 
going to be quite radical. Thetwo and 
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ea Quarter billion dollars spent for 
alcoholic drinks cannot now be spent 
that way; how will they be spent? It 
is already evident that they are being 
spent for more food, more recreation, 
more savings, more insurance, more 
education, more books, more automo- 
biles, more candy. 

The'family menu will continue to 
show many changes in consumption 
habits. Many ‘splendid foods which 
have never had a good chance are now 
more widely appreciated. This has 
notably happened to macaroni and 
spaghetti, for which there is now a very 
greatly increased consumption. Such 
articles of food as the lentil, and the 
entire pea and bean family, which 
serve as meat substitutes, are enjoying 
greatly increased patronage. We are 
also developing more into a fruit and 
vegetable-eating nation. New fruits 
and new vegetables are constantly 
making new friends. 

Substitutes for animal fat are also 
having a greatly increased vogue 
already, and will continue to have a 
still greater popularity. Lard sub- 
stitutes and salad oils made out of 
cocoanut oil, cottonseed oil, and peanut 
oil, are already strongly in favor; and a 
spread for butter which really does not 
deserve to be deprecated by the words 
« ‘butter substitute,” made from cocos- 
nut oil, is going to be very widely and 
increasingly used, as it long has been 
used and appreciated abroad. Our per 
capita consumption of margarine is only 
3 pounds, whereas in Denmark it is 44 
and in England 11 pounds. 

The American woman’s standards of 
purchase are also higher, and her 
relative sense of values sharper. She 
is more desirous of really good quality 
than ever before in merchandise where 
quality counts. It has often been said 
slightingly of this country that we 
bought a greater amount of worthless 
merchandise of poor lasting qualities 


and of no esthetic beauty than almost 
any other civilized country. The war’s 
experience in commodity purchases has 
taught us that quality pays because it 
lasts longer and has greater beauty and 
fitness. There will be fewer houses 
filled with cheap imitations of period 
furniture and other miscellaneous “ gim- 
cracks.” Even our wall papers will be 
less ambitious, ornate, and oppressive. 
We are not a markedly saving nation, 
although we now have about 28,000,000 
bank depositors. We are a markedly 
consuming nation; we may be said to be 
in an era of family money-spending, to 
develop absolutely new standards of 
living, in keeping with modern science 
and modern outlook on life. The 
bathtub is produced, and American 
family budgets soon include it as a 
necessity (and later develop the two- 
bathroom standard!) The automobile 
is invented, and today it too is absorbed 
in the family budget as an economic 
necessity. Ditto the phonograph, and 
ditto the telephone and the radio. 


NATIONAL OUTPUT [INCREASING 


We have studied in some detail the 
new wealth and the new consumption 
standards of Americe. What of the 
production standards? Can it be said 
that we consume more, but produce less? 
Is the American worker becoming more 
or less of a drone, his family more or 
less of a parasite? Are his increased 
food, recreation, comfort, education, 
and opportunities resulting in a lower- 
ing of volume of production? 

These are searching, vital questions. 
When we seek for their answer we 
discoyer that the increase in total 
national income is less remarkable, 
even, than the increase in production 
since the new century began. Although 
the number of people working on the farm 
is today almost precisely the same as it 

§ Statement by U. S. Treasury Department, in 
leaflet How to Sass Your Savings, 1924. 
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was in 1900, the output of food and 
agricultural products has increased 40 
per cent. This is a very great and 
significant advance, which alone has 
pushed up the standards of living of 
city and country alike. It has meant 
a greater per capita wealth for the 
farm folk, and less drudgery. It is the 
reason for the immensely increased 
standards of consumption on the farm; 
a phenomenon which has greatly 
altered the rural outlook and social 
status, despite the recent lamentations 
over the Northwest wheat farmers. I 
have talked at farmers’ institutes from 
New England west to Utah, and never 
have ceased marveling at the farmers’ 
automobiles, electric light plants, 
player pianos, hot and cold running 
water, roll-top desk and typewriter, 
and metropolitan clothes for the family. 
Indeed, the automobile, the telephone, 
and the radio have metropolitanized 
the farmer rather completely. His 
radio set is for him a stock ticker in his 
own home, and his automobile has 
given himself and his family a shopping 
range of 25 or 80 miles instead of about 
5 in horse and carriage days. This 
means less mail order buying; closer 
bargaining, wider choice, and many 
increased items in the family budget. 
It has even come to mean ice on the 
farm and fresh fruits and vegetables 
out of season. There is many a farm 
today which uses on its table butter 
churned hundreds of miles away, fruits 
from California, vegetables from south- 
ern climes. Yes, vegetables sold to 
farmers out of season! Why not? 

We have seen what an increase in 
productivity has done for the farmer. 
What of the worker in factory, mine 
and railroad? The number of factory 
workers slightly more than doubled 
between 1900 and 1920, but the output 
increased in ratio of 228 to 100, compar- 
ing 1920 to 1900. The factory worker, 
too, has increased his productivity, by 


60 per cent. The mine worker ‘in-° 
creased his productivity in ratio of 
186 to 100, and the railroad worker 
118.7 


INCREASE IN WAGES vs. LIVING 


How has he been paid for this? 
Wages rose until they were more than 
three times as high in 1920 as they were 
in 1900. By 1928 they were just 
about three times as high, and in 1924 
they have declined somewhat. Taking 
prices in 1923 for a comparison with 
wages, commodities were 90 per cent 
higher than in 1920, and these prices 
have come down since then more 
rapidly than wages. In other words, 
in 1923 workers were being paid ap- 
proximately 800 per cent higher wages 
than in 1900, and were only paying 
about 90 per cent higher prices: a sheer 
net gain of 210 per ‘cent in income, for 
which workers had rendered back a 60 
per cent increase in productivity. 
Here, again, emerge some significant 
points of view regarding present and 
future. For each gain of 1 per cent in 
productivity the American worker 
increased his income 814 per cent, 
while prices increased only 144 per 
cent. Obviously it is an American 
policy of proved success that higher 
productivity pays, or, conversely, that 
higher wages and higher standards of 
living make for greater productivity. 
With American business so largely 
domestic, it is therefore the soundest 
of national welfare policies that the 
standards of living be high among all 
classes, so that our increased manu- 
facturing capacity may be used, and so 
that good wages be paid for competent, 
productive labor. 

The bugaboo of increased cost of 
living must therefore be viewed from 
the angle of family earning and pur- 

Y Figures from David Friday's compilation for 
National Transportation Council Research 
Institute, 1924. 
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chasing power and broad national 
prosperity. How well I remember the 
alarm and agitation in pre-war years 
over the “h. ce. of 1.” (high cost of 
living). The fact that from the 
“Bryan” year of 1896 to 1914 the 
average price of wholesale commodities 
rose 50 per cent seemed cataclysmic, 
disastrous; it was certainly one of the 
most extensive increases in prices ever 
seen in modern times. But the war 
period taught us how rapid changes 
could really be! From spring to spring 
of 1919-1920 there was a 30 per cent 
rise’ That was breath-taking; but in 
the next year or year and a half there 
was a drop of 45 per cent; a consumer 
strike we called it then, though it was 
superinduced by more powerful eco- 
nomic factors than that. 

We are today not so excited as we 
once were regarding the purchasing 
power of a dollar, for wages have out- 
distanced all price increases, and we 
have on the one hand, probable future 
labor shortage through restricted im- 
migration, and on the other hand, a 
gradual further settling downward of 
prices. The purchasing power of the 
dollar for all commodities in June, 1924, 
was approximately 67 cents ° as com- 
pared with January, 1918. With our 
national income still approximately 
double what it was in 1918, and prog- 
nostications of an upward trend in 
1925, we are naturally not as deeply 
concerned with prices as we are with 
production and consumption and 
greater stability. It will take a long 


8 U. S. Bureau of Labor Index. 
® Based on U. S. Bureau of Labor figures. 
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time to fully assimilate the great 
changes which have already come 
about. Great numbers of families are 
still in a formative period in regard to 
standards of living. 

The distribution of income in the 
United States is a matter for profound 
reflection. The government’s statis- 
tics of income taxpayers show that in 
1917 there were 2,479,465 people with - 
incomes from $1,000 to $3,000. By 
1922 (latest year available) this num- 
ber of people had almost doubled— 
4,601,079. This is a very amazing 
change in five years, and is reflected 
also in the 1,200 per cent increase in the 
number of automobile owners since 
1913. It is especially germane to our 
discussion because it indicates a vast 
broadening of the level of comfortable 
family budgets. It means a scooping 
up out of the dark regions of family 
poverty, millions of families who now 
become what one might term “regular 
American families’”—capable of pur- 
chasing modern sanitary articles, a 
more varied and healthful diet, more 
and better clothes, and provide more 
schooling for their children. 

These families are new to the sud- 
denly raised levels of consumption; 
new to the responsibilities and op- 
portunities such new levels afford for 
their own best welfare and cultural 
advancement. The next decade or two 
should be regarded as an assimilative 
period for the epochal changes of the 
past decade, and for the rounding out 
and stabilizing of our facilities, habits, 
institutions, and points of view with 
regard to family welfare. 





Breaking Down Sales Resistance in Industrial Selling’ 
"A Survey of the Buying Habits of Industry 


By MALCOLM MUIR 
Vice-President, McGraw-Hill Company, Inc. 


UYING habits of Industry, like all 

habits, are subject to analysis. 
They. are not intangible. They can be 
checked and weighed, the same as any 
other commodity. And once under- 
stood, the method of getting at in- 
dustrial buying power is simple and 
direct. 

In the interest of manufacturers 
selling to Industry, the McGraw-Hill 
Company presents the results of an un- 
usual survey of these buying habits. 
This survey is based upon information 
obtained from Industry itself. Thus, 
through the medium of the survey di- 
gested in this booklet, Industry is 
given voice and states clearly the factors 
that determine how goods are moved 
from industry to industry. 

In every sale to Industry there are 
four cardinal principles to be followed 
before the sale in consummated. Each 
principle represents an essential step in 
breaking down the barrier of sales 
resistance surrounding the industrial 
buyer. 

These principles are not at all myste- 
rious. As shown in the above illustra- 
tion they are: 


(1) The worth-while markets must 
be determined. 

(2) Buying habits of these markets 
must be analyzed. 

(3) Channels of direct approach to 
the buyers must be selected. 

(4) The strongest possible appeal to 
these buyers must be prepared. 

When these principles are adhered to 
and applied to the specific problems of 
any manufacturer they automatically 
result in policies which bring high sales 
efficiency. 





Buying Habits 


A BIRDSEYE PICTURE OF INDUSTRY 


How large is the industrial market as 
a whole? 

There are certain yardsticks whi 
answer this question and which meas- 
ure Industry for us; for example, the 
percentage of people engaged in gainful 
occupations: 

Forty-five per cent of all such people 


1 Advertising Counselors’ Staff, McGraw- 
Hill Publications. 


\ 


are employed by Industry, 26.4 per 
cent by agriculture and lesser percent- 
ages by trade, personal service and mis- 
cellaneous divisions. 

Truly, Industry is the workshop of 
the world, a mill that never ceases 
grinding. 

Furthermore 54.5 per cent, or $61,- 
000,000,000 of America’s business in- 
come is produced by Industry. 
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* And Industry spends $85,500,000,- 
000 a year of this income for materials, 
equipment, supplies, power and new 
plants (not including labor) in order 
that its work may be carried on econom- 
ically and with the most efficient meth- 
ods. Also, it is interesting to note that 
a substantial amount of this great ex- 
penditure is for projects charged to cap- 
ital investment, 


Tan Structure or INDUSTRY 


How is Industry divided and con- 
centrated so that the manufacturer with 
a definite sales problem can pick out 
any particular section and bring his 
sales ammunition to bear upon his real 
markets? 

Again the answer is simple; neither 
complicated nor mysterious, for the 
structure of Industry as a whole is com- 
posed of certain definite divisions, any 
of which may be segregated and inten- 
sively cultivated. With a proper work- 
ing knowledge of these divisions the 
manufacturer can avoid the wasteful 
policy of scattering, which has been the 
downfall of many sales campaigns. 

Briefly, Industry is composed of 
two basic groups—“ Service Industries” 
and “Manufacturing Industries ”—and 
these have 


Nna Masog DIVISIONS 


Service Industries contribute four 
_ of these divisions: 

(1) Mines and quarries. 

(2) Public utilities. 

(3) Power plants. 

(4) New construction. 

Manufacturing industries (850 differ- 
ent types) group into five divisions: 

(1) Process Industries, which take 
raw materials and convert them into 
finished products: for example, the 
manufacture of rubber and cotton into 
automobile tires. 

(2) Mechanical Industries, which 
make products from metal; the produc- 


tion of the automobile from steel, alu- 
minum, copper and other metals. 
(3) Textile Industries such as cotton 


(4) Lumber Industries, including saw- 
mills and plants making finished prod- 
ucts. 

(5) Miscellaneous Industries; a few 
important industries as tobacco, but 
mainly small groups (manufacturers of 
artificial limbs, ete.) which take their 
production practices from the larger 
established industries. 

Industrial markets for most prod- 
ucts follow these group classifications 
rather than the restrictions of a single 
industry. For example, the sale of 
evaporators is not confined to any one 
industry. The market for this appara- 
tus is the “process industries” as a 
group, since evaporation is a process 
common to the operations of most of 
these industries. 

However, the nine major divisions of 
the industrial market may easily be 
subdivided to determine the exact num- ` 
ber of prospects in any single industry 
where this is desired. This has been 
carried out as noted in the explanatory 
matter under the chart on page 85. 


LOCATING THE PROFITABLE MARKETS 


For the manufacturer whose product 
can be sold to every field, Industry of- 
fers a maximum sales objective of 125,- 
000 units. This figure, of course, elim- 
inates small operations such as“ wagon” 
mines and “back-lot” manufacturers. 
‘These businesses rarely are stable, and 
are apt to be liabilities rather than 
assets from a sales standpoint. 

The 125,000 units employ over 95 
per cent of all the workers in Industry. 
They produce a corresponding percent- 
age of the income. They spend over 
95 per cent of the $85,500,000,000. 

The importance of market determina- 
tion which establishes for any product 
the profitable industrial groups among 
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Tam Boyine STRUCTURE or Inpverry 


The above chart is a skeleton outline for the classification of Industry. This detailed analysis clas- 
sies every industry and furnishes the number of worth-while prospects in each. 


these 125,000 cannot be overempha- 
sized. 

The manufacturer must select and 
rate his available markets. He then 
can attack these one by one in order of 
importance, building surely until he 
reaches the limit of his plant capacity. 

As an example of the dangers when 
even a large concern scatters too widely, 
there is the case of a leading manufac- 
turer of equipment that can be used by 
every industry. This manufacturer 
adopted sales plans to reach out for all 


possible business, irrespective of the 
size or location of the orders. His busi- 
ness increased slightly, but his profits 
shrunk alarmingly. Later investiga- 
tion showed that increased sales costs 
had more than eaten up the possible 
gain. He found that he had lost money 
on every customer who purchased less 
than $200 a year. He really had but 
40,000 profitable prospects in the whole 
country, yet these represented 96 per 
cent of the total purchases of his type 
of equipment. In the effort to reach 


` 
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“everywhere he had dissipated his ener- 
gies so that he had failed to entrench 
himself in his profitable markets. He 
had in fact thrown away his actual prof- 
its chasing “ will-of-the-wisp” business. 

On the other hand, the present suc- 
cessful leaders in most lines of indus- 
trial equipment have refused to be 
blinded by the scattered border-line 
business. These leaders have deter- 
mined their profitable markets, and 


have built a commanding sales and 
service position in these, one by one, as 
their plant capacity expanded. 

This principle of market*selection, in 
fact, is woven into the underlying re- 
quirements of industrial buying itself. 


InpustRriaL BUYING 
Industrial buying has been aptly de- 
fined as the “movement of goods from 
Industry to Industry,” for each indus- 
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Fuow SHEET or DISTRIBUTION ror PRIYATÐ AND [NDUBTRIAL CONSUMPTION 
There is a fundamental difference—emphasized in this chart—between the distribution of prod- 


ucts for private and industrial consumption. 


Distribution to private consumers obviously proceeds through jobber and dealer channels. The 
manufacturer’s problem here isto transmit his enthusiasm for his product through these successive or- 


ganizations on to the ultimate consumer. 


The manufacturer of products sold to Industry, however, is in direct contact with his customers. 
Even where the product is stocked with supply houses, the manufacturer can go direct to his impor- 
tant customers. The real problem of the manufacturer selling to Industry is to show his customers 


where and how to use his equipment. 


BREAKING Down Saves RESISTANCE IN INDUSTRIAL SELLING 87 


try is dependent upon other industries 
for its materials, supplies and equip- 
ment. Without this constant inter- 
change of buying the wheels of Indus- 
try would stop. 

Thus, automobile manufacturers 
turn naturally to other industries for 
the material and equipment used in 
building their cars. Steel must be pur- 
chased from the steel mill, machine 
tools from the machine tool manufac- 
turer, electrical equipment from the 
electrical industry. 

This is industrial buying. 

The industrial buyer uses machinery 
and equipment as a means to an end. 
He buys on a basis of performance. 
The buyer and the seller must work to- 
gether; the one rendering a definite 
service, the other expecting it. The 
seller must understand exactly what the 
buyer proposes to do with the equip- 
ment in order to talk “results.” 

The manufacturer who fully culti- 
vates an important field becomes re- 
garded as a specialist in the field. He 
builds on the foundation of confidence 
and holds his grip in good times and 
bad. 

Summing up then, the market re- 
quirements for profitable industrial 
selling are: 

(1) Suficient scope for sales expan- 
sion. 

(2) Concentration of the business into 
worth-while buying unite. 


For these markets we have, as seen’ 
a selection from a maximum of 125,000 
industrial enterprises. But there is a 
further selection of the classes of men 
who are the real buyers of equipment. 

Over 17,000,000 people are employed 
by the 125,000 units. The great per- 
centage of these 17,000,000, however, 
are factory hands, laborers and clerks. 
Executives, operating heads, superin- 
tendents, engineers, department heads 
and others in whom the manufacturer 
might be interested represent but a 
small fraction of the total. 

It is this thin but vitally important 
strata of men in Industry that actually 
controls the buying. 

As the next step, therefore, we may 
consider figures such as those shown by 
the chart on page 88. 

The small group at the top of the 
column covers all of those who hold 
in their hands the key to Industrial 
buying. 


Buyine CLASSES 


Carrying out the basic principles of 
industrial sales promotion we must de- 
termine then by further study of this 
upper group: 

(1) Which particular men control 
the buying for industrial equipment? 

(2) What is the most effective chan- 
nel of approach to these men through 
advertising? 

(3) What is the strongest appeal? 


THE BUYING HABITS OF INDUSTRY 


Wao Controts Buyrne? 


Who are the men that really control> 


the markets for the products sold to 
Industry? 

The president or general manager of 
the principal manufacturing enterprises 
in the country were requested to list the 
men in their organizations who, (1) ini- 
tiate the installation of equipment and 
(2) specify the type and make. 


The companies which revealed their 
buying practices speak for over one 
hundred separate industries—they em- 
ploy an aggregate of more than $7,000,- 
000,000 capital.! 

The facts these companies furnished 
check two factors that are vital in pro- 
moting the sale of products to Industry: 


1 This investigation was conducted by Ernst 
& Ernst. 
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responsibilities who are accountable 
for results that can be secured only 
through the proper application of ma- 
chinery and*equipment. ° 

The place of the president as the 
fourth factor is interesting. Presidents 
are sometimes thought to be an impor- 
tant buying class for industrial prod- 
ucts, whereas they usually are general 
administrative executives taking no 
part in the selection of equipment. 
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Industry showed this fact clearly in the’ 
survey. Analysis of the presidents and 
other officers that did report shows that 
these men take a hand in buying only 
where they personally share the respon- 
sibilities for production activities. 
This condition can occur in the so- 
called “‘ one-man” companies, and in cer- 


tain larger organizations,where the prof- 
its depend primarily upon special pro- 
duction processes. 
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seated Se ariba met in whee sda class of buyer is found 


Jhe men who initiate installations 
The men who specify the type and make of equipment 
Burma POWER ror [INDUSTRIAL EQUIPMENT 
Thelength of thedotted barsrepresents'the relative importance of different types of men in initiating 


installations. 


The shaded bars represent their importance in specifying the type and make of equipment. In 
small or moderate sized companies one man may hold full responsibility for purchasing equipment; in 
large companies the responsibility usually is delegated to specialists in different lines. 

The relative importance of the production officials is emphasized strikingly when the bars for the 
superintendents, general managers, engineering departments, master mechanics and chief electricians 
are placed end to end in comparison with the total length of the bars for general executive or purchas- 


ing titles. 
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- Continuing from the president, the 
figures are charted for the lesser buying 
groups down finally to the directors 
who, as shown, take no appreciable 
part in initiating installations or speci- 
fying equipment. This is not surpris- 
ing. The director’s participation in 
business is confined primarily to broad 
policies and finance. 

The men who must be sold, then, are 
those in charge of production, engineer- 
ing and maintenance. 

These men must be sought by respon- 
sibilities, not by title. 


CHANNELS OF APPROACH 


Once the manufacturer has deter- 
mined his profitable markets and has 
located the buyers in these markets, he 
must decide how best to extend and 
back up the work of his sales force by 
influencing these buyers through adver- 
tising. 

The question is, what type of medium 
provides direct contact with the indus- 
trial buyer? £ 

To ascertain this it Las been common 
practice to present a long list of names 
of publications and ask the recipient to 
check the ones he “reads.” This type 
of test was discarded. A man invari- 
ably will check a number of publica- 
tions without regard to the purpose for 
which he usesthem, Such results may 
be highly misleading to the manufac- 
turer who seeks a direct path to his in- 
dustrial buyers. 


After all, there is no step more es- 


sential than the selection of the proper 
mediums. If the medium is not the one 
which the buyer says he actually uses in 
purchasing equipment then the force of 
the entire plan will be scattered to the 
winds like seed sown irom an airplane. 

The buyer was forced to name me- 
diums without assistance or prompt- 
ing. No publications were listed. In 
each case the industrial buyer was asked 
this definite question: 


“In what publication should adver- 
tising of equipment be published to be 
most useful to your organization?” 

There was no easy checking. The 
man in Industry who answered this 
question was forced, first, to select 
from all publications those in which he 
actually used the advertising pages as 
a guide in selecting equipment; second, 
to write down the names of these pub- 
lications. 

Industry, therefore, was compelled to 
write its own audit without any clews 
which might influence its statements. 


Tae Votan 


Over 96 per cent specified the use of 
industrial or business publications as 
those in which they desired the manu- 
facturer to tell about his equipment. 
(See charts on pages 91and 92.) The 
names of publications were given spe- 
cifically by the great majority. In a 
few cases, classes of publications were 
specified, for example,“ Engineering 
Journals,” 

Some may ask why the industrial 
publication is universally named as the 
direct channel of approach to the in- 
dustrial buyer. 

The answer lies in the unprecedented 
development of Industry itself during 
the last half century. For example, we 
have watched the evolution of mass 
production, we have seen the applica- 
tion of electricity as a servant for every 
workman, manufacturing has expanded 
thirty fold, mining, public works and 
transportation have been forced to fol- 
low at a corresponding pace—all within 
this short span of years. 

Each phase of this progress has 
rested’ on the application of engineer- 
ing sciences. Hand in hand with this 
expansion, therefore, has gone the need 
for a leadership to stimulate the prog- 
ress and voice the policies of Industry. 
A mine in Alaska, for example, may de- 
velop an improved method. How can 
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The vote charted here was obtained from 609 leading manufacturing concerns. These concerns are 
located in over one hundred separate industries, Many of the concerns which reported are of such 
magnitude that their practices set standards for whole industries. The capital employed, in fact, by 
the companies which specified publications approximates $5,000,000,000. 


the mine manager in Africa apply this 
advancement in the art except through 
knowledge obtained from a source in 
which he places his trust? 

It is the industrial journal that serves 
this function. The worthy industrial 
journal interprets, analyzes and eriti- 
cizes—all in the “code ” of the industry 
it serves. It is a working tool. 

It is not strange, then, that the in- 
dustrial buyer almost universally has 
reported that he uses the advertising 
pages of industrial journals as a buy- 
ing guide for equipment, materials and 


supplies—that the industrial Journal is 
a direct path to the industrial buyer. 


ADVERTISING REQUIREMENTS OF 
INDUSTRIAL BUTTERS 


The final question then is, what type 
of mformation can the manufacturer 
furnish most effectively in these adver- 
tising pages? This is the fourth and 
last of the fundamental principles of 
industrial sales development. 

Opinions were obtained from some of 
the most exacting buyers in Industry. 
They selected leading units throughout 


52 


-the’ manufacturing and service indus- 
tries and asked: 

“What information should manufac- 
turers of equipment furnish in their ad- 
vertising to be most helpful to you?” 
The chart on page 93 analyzes the data 
secured, 

The industrial buyer wants perform- 
ance facts. He wants to know what 
the product will do rather than how it 
ismade. He wants to know all possible 
uses of the product. He wants the 
manufacturer to describe installations, 
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to give working data and cost data and 
to describe new features from the stand- 
point of the service they give. 

Here we see the same self-interest in 
Industry that is the motive force back 
of so many of mankind’s achievements. 
The man whose success depends upon 
his ability to produce a product is inter- 
ested in a manufacturer’s equipment 
only from one viewpoint—that is 
whether ornot this equipment brings in- 
creased production efficiency, for in In- 
dustry equipment as stated is only the 
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As with the manufacturers, the organizations which reported for the service industries were highly 
representative of the practice in their fields—many of the utilities and mines, in fact, operate groups of 


properties. 
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means to an end-—and it is the “end” in 
which the industrial buyer is interested. 

This principle applies not only to the 
advertising ar copy appeal but to the 
work of salesmen. It is a basic princi- 
ple that must be woven in the fabric 
of the entire sales policy. Whether it 
is a question of the development of spe- 
clalized salesmen, the building of a 
salesman’s data-book, or whether it is 
purely a.question of the most effective 
copy appeal, the industrial buyer must 
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be approached from the viewpoint of : 
the performance possibilities of the 
equipment. 

In applying this principle to his own 
advertising the manufacturer will see 
at once that it emphasizes the impor- 
tance of addressing each industrial 
group in terms of the business prob- 
lems of that group, t.e. specialized 
copy. 

For example, if amanufacturer makes 
conveying machinery, his appeal to the 
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a Pubdic Utilities 


Manufacturers, Mines, Construction Companies 


ADVERTISING Raquimaments or ÎNDUSTRIAL Buymes 


The difference in the requirements of public utilities and those of the manufacturing, mining and 
construction industries is interesting. The latter groups are continually applying new types of equip- 
ment; thus these buyers wish the advertising to show uses, to describe installations and of course,to 
support this mformation with working and cost data. 

The utilities, on the other hand, have standardized many of their practices. They therefore wish 
information that will enable them to compare the performance of different makes of equipment. For 
that reason, the outstanding requirements of the utility group are working and cost data and new 


features. 


94 
e coàl fields is radically different than 


his appeal to manufacturing industries. 
The equipment is bought by the coal 
mines on the basis of cost per ton of coal 
handled. The mine manager or super- 
intendent requires information that 
shows the performance of the equip- 
ment under this light; facts about the 
performance of the same equipment in 
factory operations do not serve the pur- 
pose. On the other hand coal mine 
data means little to the factory mana- 
ger. 

This example clearly shows the ne- 
cessity of specialized copy which, liter- 
ally, talks to the industrial buyer in the 
“code” of his particular work. 


Tre Four CARDINAL PRINCIPLES 


In light of all that has been contrib- 
uted by Industry as to its buying habits, 
reference may be made again to the 
four cardinal principles which the man- 
ufacturer must apply if he is to get full 
return from his sales dollar. 

The first essential step—the deter- 
mination of the worth-while markets 
—is a clean-cut application of definite 
market analysis. Industry, despite its 
great ramifications, can be classified 
with exactness and the profitable mar- 
kets segregated for any product. 

When the manufacturer determines 
these markets and considers their rela- 
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tive importance, he will next bring 
facts to bear to ascertain which men 
control the buying. In other words, 
he will establish his buyers. 

Third, in putting the influence of ad- 
vertising behind his sales force to ex- 
tend his markets and break down the 
barriers of sales resistance the manu- 
facturer will select the direct channels 
of approach to his buyers. 

Finally, he will develop as his sales 
and advertising policy the appeals that 
will tie his product directly to the pro- 
duction problem of each of his fields. 
He will thus win recognition for his or- 
ganization as a specialist in the indus- 
tries he selects. 

When the manufacturer has estab- 

ished his sales promotion on these prin- ` 

ciples, he is obviously attacking his 
markets with the guarantee of high ef- 
ficiency in sales and advertising effort. 
He is cutting directly through the area 
of sales resistance that surrounds the 
industrial buyer. 

It is a fact that the outstanding in- 
dustrial sales successes today have been 
built on these cardinal principles. 

The development of America’s pro- 
duction efficiency is one of the great 
romances of history. Hand in hand 
must now come an era of improved in- 
dustrial sales efficiency, if America’s 
economic position is to be maintained. 





The Place of the Modern Distributive Survey in 
Relation to Maximum Sales 


By Epwin G. Booz 
Edwin G. Booz Surveys 


HE place of the modern distribu- 

tive survey to maximum sales is 
similar in use for the sales manager of 
today as the compass is to the mariner, 
explorer, or woodsman. The great 
magnetic power which draws the hands 
of the survey is truth—full and ac- 
curate information properly analyzed 
and organized. The extent of the sales 
executives’ knowledge is directly pro- 
portionate to the diameter of his own 
information, and that which he draws 
upon. 

The sales manager in the field of 
clothes, food, fuel, or shelter is on a 
tremendous sea of opportunity to 
meet the tremendous needs along any 
one of these fundamental lines. This 
sea is filled with many hazards on 
which innumerable businesses have 
been wrecked, by sailing the sea with- 
out the compass (distributive survey), 
which points to the channels of safe 
and profitable distribution. 


Maximum sales are the result of- 


applied intelligence. It is only igno- 
rance of the right thing to do at the 
right time which-holds sales below the 
possible maximum. The more intel- 
ligent is the approach to the problems 
of distribution the less is error likely 
to prevail. Appreciative of the sound- 


ness of these preliminary statements, 


business executives, charged with the 
problems of business distribution, have 
turned to business analysts to get the 
facts as to potential sales, the chan- 
nels, the competition, the consumer’s 
point of view and demand. Hence 
has come into the business men’s 
vocabulary, rather commonly in the 
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last ten years, the studies called dis- 
tributive or market surveys. 

We shall consider in this article some 
of the applications of this new technic 
called the survey. We believe the 
reader will be interested in the illustra- 
tions as to the type of problems to 
which the survey has been applied so 
that he may better know when to 
employ it. 


Tan NATIONAL ADVERTISER 


The first case that we might con- 
sider is “Where to place the effort to get 
maximum sales in the tire business?” 
We have in the United States 16,523, 
898 (as of July 1, 1924) owners of 
automobiles and trucks. The outer 


dimensions cof this tire market can be 


figured rather accurately when one 
knows something about the deprecia- 
tion on tires and cars on the one hand 
and the rate of growth and production 
of trucks and automobiles on the other 
hand. 

To reach personally through an 
organization a market of 16,528,898 
users of tires is too expensive for any 
business. Consequently a less ex- 
pensive method is sought through ad- 
vertising mediums. There are 23,000 
newspapers and 5,000 magazines in 
the United States which profess to 
reach a part of this gigantic tire market. 
Even with an appropriation of several 
million dollars, which was true in this 
case, maximum sales demand a survey 
to determine what publications these 
16,523,898 owners read and prefer. 
The logical and profitable thing to do 
is to put this million dollar appropria- 
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- tidn into the publications which are 
sought and read by the tire users, 
thereby eliminating the millions of 
waste circulation which are offered. 
Do you see what a practical problem 
this would be for the sales and ad- 
vertising managers? 

The business insurance used in this 
case was a market survey. The facts 
of the survey are sought from a nation- 
al cross-section of tire users numbering 
100,000 people picked with propor- 
tionate distribution from coast to 
coast, 

With a courteous letter and a pre- 
pared return post card more than fifty 
per cent of these people are glad to 
co-operate with the survey. They 
told us what publications they read 
and the order of their preference. 
When you know what kind of an auto- 
mobile and on what road a man travels 
home at night it is a clear index as to 
where to reach his ettention. 

After one has the tire users’ atten- 
tion, the message that will be retained, 
or lost, depends upon the copy appeal 
and its presentation. This is the basis 
upon which media are selected today 
by modern advertising managers. 


Ton PUBLICATION 


Everyone interested and informed 
on the problems of distribution knows 
how the publications have sought to 
convert their circulation from a mere 
list of names to a market of wealth- 
producing and wealth-spending citi- 
zens. To do this they have studied 
their subscribers to find out what they 
want and what they buy. Today, 
therefore, the so-called survey, or 
research department, is a part of 
practically every well-organized pub- 
lication in the United States. 

The findings of these conclusions and 
surveys have the strength of the publi- 
cations well in hand. Indeed, one 
generally needs a discount for the bias 


TEE ANNALS OF THE AMBRICAN ACADEMY 


unintentionally inserted and the weak- 
ness which has not been disclosed. 
The data and information supplied 
should properly pass through trained 
outside hands. 

Each publication is a channel of 
distribution. Practically every home 
in the United States is the beginning of 
one or more of these channels where we 
find considerable duplication among 


these publications. Every publication 


naturally thinks that it is the preferred 
medium of the home. As a matter of 
fact there is a waste at this point 
amounting to hundreds of millions of 
dollars each year and it takes a very 
careful comparative survey to deter- 
mine which of these channels is navi- 
gable and profitable. 


THe RETAILER 

The larger retailers, applying their 
intelligence to their problems, have 
given a place to research bureaus which 
aid them in knowing more exactly 
where the markets are and the best 
approach to them. This has stabil- 
ized the retailers’ business so that they 
can relate themselves to the constant 
barrage of sales talk which they are 
forced to listen to in trying to maintain 
a stock of goods which will show the 
proper turnover. 

These retailers have found that the 
word “demand” is a strong word for 
the transitory film-like form which 
the desires of customers take. Only 
a small percentage of these desires 
take the form of a demand for a 
specific article made by a specific house. 
When retailers stop to think what the 
consumption is in the United States 
from 100,000,000 people for simple 
items like bread, meat, potatoes, milk, 
shoes, or stockings, his thought is 
likely to give him the same feeling that 
he gets when he steps into a desert of 
quicksand. 

Let us ask ourselves what the maxi- 
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mum sales are in one simple line in the 
United States. This will aid us in 
visualizing the size and maze of the 
cob-web field of distribution under- 
lying a few of the thousands of lines 
and products in the United States. 

There comes yearly into the United 
States 1,100,000,000 pounds of coffee. 
This coffee is distributed to 48 states, 
11,000 cities and villages. It goes 
through an army of 5,000 salesmen and 
75,000 retail stores. 

There are 2,500 coffee roasters in 
the United States competing for the 
maximum sales. Where this coffee 
will be distributed is a question the 
survey can solve. The average re- 
tailer only sells 10 per cent of the coffee 
used in his own logical territority. 
The grocer is ignorant of this fact and 
has not surveyed his own market. 


Disrrerevtor’s SurnveEY—A 
DistRosutoR’s PROBLEM 


The problem arises in this form, 
“Tt is our desire to begin an investiga- 
tion at Kansas City and later extend it 
to the St. Louis territory which will 
enable us to determine definitely and 
correctly the possibilities and proba- 
bilities ahead of us in our lines.” 

The fundamental questions raised 
and answered in the survey are: 

r. Is the product right? 

2. Is there a good market for it? 

3. Can we always get the raw ma- 

terials to manufacture it? 

4. Can we develop our plants on a unit 

and process basis? 

5. Can we sell it ata oe profit? 


6. What, if any, should be our problem 
of development? 


Each of these simple direct questions 
call for further analysis which is as 
follows: 


1. Is the product right? 


1. What is the composition of the 


product? 
2. What is it good for? 
8, Who helps make the product? 


4. How long has it been on fhe 
market? 

5. What results has it produced? 

6. In what respects is 1t superior to 
other products? 

7. Does the price to the dealer and 
consumer meet competition? 

8. Is there a good profit to the 
dealer? How does it compare 
with other products? 

9. Does it have the endorsement of 
government agencies? 

10. How does it compare with the 
standards endorsed by the trade 
associations? 


. Is there a good market for it? 


1. How much has been sold? 

2. How has it been sold? 

8. Why has it been sold? 

4, Where has it been sold? 

5. Where can it be sold? 

6. What are the determining factors 
of the territory? 

7. What has been the merchandising 
plan? 

8. What is the proposed merchandis- 
ing plan? 

9. Is the merchandising plan sound? 

10. What is the present demand for 
the product? 

11. Is it a necessity? 

1%. What are the big factors under- 
lying the future demand for it? 

13. Isita repeater sale? 

14 Why is the Kansas City teritor 
a market for it? 

15. Wbat has been the ‘eneney in 
its consumption for the last 
ten years? 

16. What is the competition for this 
trade? 

17. What are the selling seasons for it? 

18. What success has it had? 

19. Has the missionary work been done 
for it? 


. Can we always get the raw ma- 


terials to manufacture it? 
1. Who con!rols he yards at Kansas 
City and St Louis? 
2, How long can we control the 
product? 
3. What are the probabilities of not 
having the contract renewed? 
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4. What substitute source of the 
product exists in case competi- 
tors take the control? 

5. Where are the sources of its com- 


position? 

6. Is the quantity assured for the 
future? 

7. Is the control open? 

8. What big factors of government 
regulation enter into considera- 
tion? 

9. What will be the tendency in 
transportation of raw materials? 


4. Can we develop our plants on a unit 


and progressive process basis? 

1. What is the manufacturing unit 
equipment for the product? 

2. Has the manufacturing been put 
on a progressive process basis? 

3 Can the process of manufacturing 
the product be successfully 
extended still further? 


5. Can we sell it at a good profit? 


1. What profit has the product 
shown? 

2. What profit has been made on 
what has already been sold? 

3 What profit has been made on 
that sold by contract for this 
year? 

4. What is the estimated margin be- 
tween production costs and 
selling price for this year? 

5. Will our manufacturing costs par- 
allel those of our competitors? 


6. What should be our program of 


development? 
1. How many can we produce this 
year? 
2. What is the balance we have to 
sell this year? 


3. How much can be sold next year? 

4. What per cent of increase in de- 
mand will the present plant 
accommodate? 

5. What is essential to larger produc- 
tion? 

6. How much land is needed in 
Kansas City to take care of 
the increase in the number of 
plants, warehouses, and storage 
space on a fifteen year basis? 

7. How many production units the 
size of the present plant should 
be built for next year? 

8. What is the required organization 
for the extension and operation 
of the product’s company? 

9. Where should the general office be i 


located in Kansas City? 

10. On what railroads should ne“ 
plants be located in Kansas ' 
City? 

11. Should the product be analyzed 
and experimented with? 

12. What merchandising plan should 

' be adopted? 

18. What competitors will need special 

study and attention? 


CONCLUSION 


The above long list of socratic 
questions indicate that the distributive 
survey calls for innumerable facts. | 
It takes an experienced and fertile ` 
research man to ask the brass-tack y 
questions. Each one leads to dark- 
ened corners where the unassembled 
facts are hidden. When organized and 
analyzed they indicate the direction, 
distance, and character of the road to 
the sales manager. 


Geographical Aspects of Industrial United States 
in Relation to Increased Wealth 


By Atrrep G. WHITE 
Professor of Geography and Industry, University of Pennsylvania 


I. SIGNIFICANCE or a Miproie Crass 
IN THE DEVELOPMENT OF NATIONAL 
WEALTH 


IVILIZATION is closey asso- 
ciated with the accumulation of 
surplus wealth. Wealth on the scale 
with which we are familiar today is 
largely based on highly organized farm- 
ing, extensive manufacturing, and par- 
ticipation in world trade. Such or- 
ganization demands individuals of 
relatively high intelligence end eff- 
ciency. The development of a large 
middle class of property owners is 
one of the best guarantees of govern- 
mental stability upon which a rapid ex- 
pansion of national wealth rests. Such 
a middle class is mainly made up of 
small farmers, factory wage earners, 
merchants, and employes of extensive 
modern transportation systems. 

The tremendous development of 
organized merchandising in the United 
States is largely based on orr great 
middle class of educated farmers and 
wage earners. Advertising ix news- 
papers and magazines can only reach 
the man who can read. Our extensive 
selling campaigns are designed to reach 
large groups with a fairly high standard 
of living and good buying powe>. Our 
selling methods must be greatly modi- 
fied when we attempt to reach the rela- 
tively backward peoples of many for- 
eign countries where 50 to 80 per cent 
of the people are illiterate and most of 
the wealth is concentrated in the hands 
of a small group. 


Il. Iveportrance or [NDUSTRY IN 
Creatine Soca a Mippie Crass 


From a distribution standpoint, 
there are two predominant types of 
market in the United States—the scat- 
tered farmer reached through the mail 
order catalogue and the small town 
store, and the massed city dweller who 
is largely engaged in manufacture and 
trade. The rapid increase in our urban 
population is closely related to the phe- 
nominal recent expansion of industry 
in the United States. 

The census of 1919 shows that about 
thirteen million persons are actually 
engaged in manufacturing and mechan- 
ical industries. ‘This represents about 
12 per cent of our total population. 
If we consider the additional number 
of persons who are dependent on these 
workers, we find that about one third 
of our total population is directly sup- 
ported by this group of industries. 

When we consider that the per cent 
of our total population engaged in these 
industries has doubled in the last fifty 
years, we get a fair measure of the 
tendency of our country to change 
from an agricultural nation and become 
more and more an industrial one. 

The number of persons employed in 
manufacturing is steadily increasing in 
relative importance, while the number 
in agriculture is declining. In the last 
fifty years the per cent of those engaged 
in manufacturing and mechanical in- 
dustries to the total of those gainfully 
employed has increased from 20 to $1 


00 


per cent, while for those engaged in 
agriculture it has declined from 28 to 
26 per cent. It is evident that as our 
great vacant land area has been largely 
turned into farms, there is less room 
for our rapidly increasing population 
on the farm and that we must look 
more and more to the greater refine- 
ment of raw products by manufacture 
as an occupation for our people and as 
a source of increased wealth. 

Forty-two per cent of our population 
now live in cities of 10,000 and over. 
About three quarters of our total manu- 
facturing is located in the 747 cities of 
this group. This percentage would be 
considerably increased if the suburban 
industries really tributary to these 
cities could be included. 

When we consider that a number of 
our industries, such as lumbering, 
smelting, oil refining, dairying, wood 
pulp, ete., are usually more or less iso- 
lated from cities because of the nature 
of the industry or the source of raw 
material, it is evident that manufac- 
turing is primarily associated with city 
development. The recent trend of 
development shows an increasing per 
cent of manufacture in cities, especially 
those of larger size. 


HI. PREDOMINANT Position OF 
UNITED STATES AS AN INDUSTRIAL 
NATION 


Today the United States is unques- 
tionably the leading industrial nation 
of the world. This position has a solid 
geographic base in her vast extent of 
fertile lands and in her enormous and 
varied resources. No other great in- 
dustrial nation is so nearly self-suffi- 
cient and so little dependent on out- 
side sources of food power and raw 
materials. Mere mention of her 
overwhelming position in the world 
production of such essentials as coal, 
oil, iron ore, copper, and cotton is suffi- 
cient for the present discussion. 
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Of almost equal significance is her 
supremacy in the quantity and quality 
of man power. Not only does she have 
almost twice the population of any of 
her chief industrial competitors (the 
United Kingdom, Germany, France, 
Japan), but her people have higher 
average wealth and greater buying 
power. The enormous buying power 
of the home market is one of the big- 
gest factors in our industrial develop- 
ment. It explains in large measure 
our lack of knowledge and interest in 
foreign markets until relatively re- 
cently. 


IV. RAPID Inpustriat Expansion 
oF THE UNITED STATES 


The rapid expansion in the manu- 
facturing industries of the United 
States during the last seventy years is 
without a parallel. Both the quantity 
and variety of products is almost be- 
wildering. The capital invested has 
increased from one half billion dollars 
in 1849 to twenty-three billion in 1914 
and to forty-four billion in 1919. The 
number of wage earners increased from 
about one million in 1849 to seven 
million in 1914 and to nine million in 
1919. The annual wages paid have 
increased from about one quarter of a 
billion dollars in 1849 to four billion 
in 1914 and to ten and one-half billion 
in 1919. 

The development has been especially 
rapid since 1880 and was a fairly steady 
upward movement until 1914. The 
tremendous expansion shown by the 
1919 figures was due to the effects of 
the World War and is particularly 
noticeable in the figures of value and 
wages. The figures for the number 
of wage earners employed and for the 
total primary horse power used are bet- 
ter indications of the actual expansion 
than the inflated money figures. 

Geographical factors have played an 
important part in this great industrial 
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expansion. For over two hundred 
years the early colonies along the At- 
lantic Coast were effectively shut off 
from the fertile interior of the conti- 
nent by the great Appalachian Moun- 
tain barrier and the hills and moun- 
tains in New York and New England. 
Confined in a relative small area, much 
of which was not adapted to agricul- 
ture, attention early turned to fishing 
and trade. With the coming in of in- 
dustrially trained settlers from North- 
ern Europe, manufacturing early be- 
gan on a small scale. The numerous 
small local water powers were an im- 
portant factor in this period. With 
the development of canals and the 
oming of the railroad a rapid tide 
of settlement moved westward. The 
products of the cheap fertile lands of the 
Middle West brought disastrous com- 
petition to the poorer lands of the East. 
Attention was more and more turned 
to manufacture. The new West fur- 
nished a rapidly expanding home mar- 
ket for the products of the factories 
and the real industrial expansion of the 
United States began. 

The opening of the anthracite coal 
mines of eastern Pennsylvania and 
later the great bituminous fields of the 

- western part of the state was a big fac- 
tor in the new development. The lo- 
cation of the manufacturing plants was 
in the coastal parts, along the great bays 
and rivers that stretched back towards 
the mountains and along the great 
routes of easiest access to the growing 
West. The industrially trained north 
European, migrating from a region of 
cool, changeable climate to one of simi- 
lar character in the northeastern Unit- 
ed States, stopped there to develop 
the old industries in a new setting. 
His descendants later moved on west- 
ward in the same general climatic zone 
to the Middle West. Here again, 
when farm machinery and increasing 
population created a surplus of labor, 
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it was only natural that manufacturin 
should develop. So rapid has bee 
this development that it is hard t 
realize its great extent. 


V. REGIONAL LOCATION OF 
MANUFACTURING 


The location of industry is one of th 
most important factors of geographice 
interest. It suggests a study of basi 
natural resources, of easiest routes c 
transportation, of natural points fo 
city location, and of the character an 
distribution of population. For th 
country as a whole, agriculture ha 
probably passed its most rapid stage c 
expansion and further progress will b 
slower and less sensational. It appear 
that, on the other hand, manufacturin 
may develop rapidly in some section 
that have hitherto been mainly ag 
ricultural. To the man who expect 
either to sell the products of the fac 
tory or to find customers in the cit; 
dwelling wage earners employed by it 
& knowledge of the facts and controllin 
principles in the regional location o 
industry is essential in the organiza 
tion of sales territory and the plannin 
of a sales campaign. 

The chief fact brought out by a 
analysis of the distribution of industr 
in the United States is the predomi 
nance of two regions,—namely, th 
older Northeastern Seaboard regio: 
and the more recent expansion of th 
Middle West. The South and the fa 


. West are of much less importance. 


In determining the relative impor 
tance of these four great regions, th 
chief factors for consideration are th 
relative number employed, the tota 
capital invested, the value added by 
manufacture and the amount of wage 
paid. While the percentage of th 
total for each of these factors varies ti 
some extent, it is surprisingly uniforn 
on the whole. Roughly the evidenc 
of these various factors taken togethe 
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indicates that about 50 per cent of our 
manufacturing is in the Northeastern 
Seaboard region, about 85 per cent in 
the Middle West, about 9 per cent in 
the South and about 6 per cent in the 
far West. 


The Northeastern Industrial District 


This district comprises the seaboard 
region from New England to the Chesa- 
peake Bay section and includes New 
England, New York, Pennsylvania, 
New Jersey, Delaware, Maryland, and 
Virginia. Compilations from the Cen- 
sus of Manufactures for 1919 shows that 
this section produced 46 per cent of 
the total value of manufactured prod- 
ucts, had 50 per cent of the total capi- 
tal investment, employed 50 per cent 
of the workers engaged in manufacture, 
paid 50 per cent of the total wage bill, 
had 45 per cent of the primary horse 
power used and represented 49 per cent 
of the value added by the processes of 
manufacture. These figures show that 
approximately half of the manufactur- 
ing of the country is done in this com- 
paratively small section of our country. 

The group of great manufacturing 
cities extending from New England to 
Chesapeake Bay represent the earliest 
natural centers of manufacture. Bos- 
ton, New York, and Philadelphia sug- 
gest the regions of greatest importance, 
while Baltimore and Norfolk suggest 
the more recent tendency for ex- 
pansion southward. The last census 
showed that there were 307 cities of 
10,000 and over in this district. 

A variety of geographical factors 
combine to explain the past and pres- 
ent importance of this district. The 
seaboard location, with great bays and 
rivers penetrating far inland, made it 
the great gateway of our foreign trade. 
Great mountain barriers, uncleared 
forests and lack of inland transporta- 
tion shut it off from the fertile plains of 
the West in early days and helped turn 


attention toward trade and manufac- 
ture. Many small streams furnished 
water power in the days before Penn- 
sylvania coal was developed. Exten- 
sive areas of rough, poor land made 
agriculture less profitable. With the 
opening of the Erie Canal, with the 
coming of the railroads, with the de- 
velopment of great coal fields, with 
the decline of agriculture due to the 
competition of the cheap, fertile lands 
of the Middle West and with the growth 
of immigration from the industrial sec- 
tions of Europe, manufacturing has 
gradually assumed vast proportions in 
in this region. 

Today this section represents the 
greatest outlet and inlet for our vas 
foreign trade and the center of the 
many industrial enterprises dependent 
thereon. It is the focus of the main 
routes of commerce to the upper Mis- 
sissippi Valley and the Great Lakes 
region. 

The type of industries in this section 
suggests skilled labor and more com- 
plex organization. It is predominantly 
the great textile district of the country. 
The larger per cent of our cotton, wool- 
en, silk, knit goods, and carpets are 
made here. Although less of the pri- 
mary iron and steel products are manu- 
factured, there has been a varied de- 
velopment of the elaboration of these 
products into machinery, tools, and 
hardware where the element of skilled 
labor is predominant and that of raw 
material of less importance. The 
manufacture of leather, of shoes, of 
chemicals, of jewelry, of clothing, of 
paper, of steel ships, and of pottery 
are illustrations of the varied industries 
found here. To an increasing extent 
are found industries related to our for- 
eign trade in the import of raw mate- 
rials and in the export of finished prod- 
ucts. It will probably be the leading 
district for production for the foreign 
market. While the development of 
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_ other newer sections of our country 
may decrease its relative per cent of 
our total manufactures, the East will 
undoubtedly continue to depend large- 
ly on manufactures for its increased 
wealth while it draws its food supply 
from other regions. 


The Middle West Industrial District 

This district comprises the region 
tributary to the Great Lakes and the 
upper branches of the Mississippi Riv- 
er system and includes Ohio, parts of 
West Virginia and Kentucky, Indiana, 
Illinois, Michigan, and Wisconsin as 
its greatest industrial area, with the 
states of Minnesota, Iowa, Missouri, 
North Dakota, South Dakota, Ne- 
braska, and Kansas as a second section 
of lesser importance. 

Compilation from the Census of 
Manufactures for 1919 shows that this 
section produced 38 per cent of the total 
value of manufactured products, had 
35 per cent of the total capital invest- 
ment, employed 34 per cent of the 
workers engaged in manufacture, paid 
35 per cent of the wage bill, had 34 per 
cent of the primary horse power used 
and represented 36 per cent of the 
value added by manufacture. 

These figures show that approxi- 
mately 35 per cent of the manufactur- 
ing of the country is done in this rela- 
tively large area which includes the 
best farming land of the United States. 

This district has been characterized 
by an extremely rapid expansion in 
manufacture, which, if it continues at 
the present rate, will soon rival that 
of the older seaboard region. The 
. westward migration of New Englanders 
furnished a labor supply adapted to 
manufacture. With the rapid expan- 
sion of population and the develop- 
ment of farm machinery, labor has been 
released from the farm for other in- 

ustries. Geographical factors have 
played an important part in this area. 
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The Great Lakes and the Mississippi 
have furnished natural transportation 
routes along which most of the great 
manufacturing centers are located. 
Natural resources for manufacture 
have been abundant. Flour milling, 
dairying, meat packing, and vegetable 
canning have naturally developed in 
this great farming section. Extensive 
forests have been the basis of lumber- 
ing, paper and pulp production and 
furniture manufacture. The great coal 
fields, particularly of Ilinois and In- 
diana, have furnished abundant fuel. 
The chief iron mines of the country are 
in this section. Some of the largest 
copper, lead, and zinc deposits are 
located here. One of the most impor- 
tant factors has been the recent enor- 
mous expansion of the automobile in- 
dustry, which has naturally developed 
as an outgrowth of the farm machinery 
and vehicle industries. The enor- 
mously rich home market has greatly 
stimulated manufacture. Many prod- 
ucts are now seeking an outlet in foreign 
markets. Every indication points to 
further rapid expansion in this district. 


The Southern Industrial District 


This district comprises the seaboard 
states of North Carolina, South Caro- 
lina, Georgia, Florida, Alabama, Mis- 
sissippi, Louisiana, and Texas, and the 
inland states of Tennessee, Arkansas, 
and Oklahoma. Compilations from 
the Census of Manufactures show that 
this section produced 9 per cent of the 
total value of manufactured products, 
had 9 per cent of the total capital in- 
vestment, employed 10 per cent of the 
workers engaged in manufacture, paid 
9 per cent of the total wage bill, had 
13 per cent of the primary horse power 
used and represented 9 per cent of the’ 
value added by the processes of manu- 
facture. These figures show that about 
9 per cent of the manufacturing of the 
country is done in this section. 


No 


The comparatively small industrial 
development of the South has been 
due to the great plantation and slave 
system which discouraged European 
immigration, to the economic demorali- 
zation which followed the Civil War, 
and possibly to the warmer climatic 
conditions. An industrial awakening 
seems to be now under way. The cot- 
ton textile industry has been attracted 
by cheap labor, extensive water power 
and nearness of raw material. An 
iron and steel industry has developed 
based on the coal and iron ore deposits 
of Alabama. The great pine forests 
are being lumbered. The abundant 
raw materials for fertilizer are being 
manufactured to enrich the soil im- 
poverished by cotton and tobacco cul- 
ture. In the main, the industries of 
this section are closely related to the 
natural resources. But the increased 
wealth derived from this source is 
rapidly stimulating a further develop- 
ment of this region, which holds out 
bright prospects for future expansion. 


The Far Western District 


This district comprises the eleven 
western states of Arizona, New Mex- 
ico, Colorado, Utah, Wyoming, Mon- 
tana, Idaho, Washington, Oregon, Cali- 
fornia, and Nevada. In 1919, this 
section produced 6 per cent of the total 
value of manufactured products, had 
6 per cent of the total capital invest- 
ment, employed 6 per cent of the work- 
ers engaged in manufacture, paid 6 
per cent of the total wage bill, had 8 
per cent of the primary horse power 
used, and represented 6 per cent of the 
value added by manufacture. 

These figures indicate that about 6 
per cent of the manufacturing of the 
country is done in this district. 


The vast, isolar area of the far West - 


has only about nine million people. 
The scattered and scanty population 
have furnished only a small home mar- 
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ket. High priced labor, long distances . 
and expensive transportation have re- 
tarded development. Mining, irriga- 
tion, and stock raising predominate in 
the interior states. Much of the in- 
dustrial development has taken place 
in the more accessible coastal states. 
The great forests of the Northwest 
have given rise to an extensive lumber 
industry. Extensive water powers and 
the great oil industry of California 
furnish abundant fuel and power. Fa- 
vorable position for trade with the 
Orient is another factor. On the whole, 
conditions are not favorable for the 
dense populations associated with ex- 
tensive manufacturing and develop- 
ment must be relatively slow compared 
to the other great sections of the coun- 


try. 


VI. NEED FOR GEOGRAPHICAL 
RESEARCH IN ANALYZING INDUSTRIAL 
DEVELOPMENT 


This brief review of the development 
and location of manufacturing in the 
United States suggests the complexity 
of the problem and the need for more` 
research on many geographical aspects 
of the subject of particular interest 
from a merchandising standpoint. 
Manufactured products are ready to 
sell to the consumer and usually in- 
volve reaching a larger and more scat- 
tered group of customers than do crude 
or semi-finished materials. Competi- 
tion is keener in many lines. Adver- 
tising is more essential where variation 
in the quality and type of goods is pos- 
sible. New inventions and products 
offer opportunities for selling expan- 
sion. Changes in the size or organiza- 
tion or location of industry may seri- 
ously alter the existing channels of 
distribution. 

The possible change in the location 
of industry is a serious problem, Will 
the phenominal expansion of manu 
facture in the Middle West continue? 












GEOGRAPHICAL Asprcts or [NDUSTRIAL UNITED STATES 10 


Will industry decline in the older East 
or be forced to seek foreign markets to 
a larger degree? How far can a fur- 
ther expansion be expected in the 
South? Is industry tending to decen- 
tralize and become more scattered or 
will it tend to further swell the popula- 
tion of our large cities? What effect 
will the long distance transmission of 
electric power have? How far will the 
truck emancipate the factory from de- 
pendence on the railroads? How long 
will the fundamental resources, upon 
which many of our industries depend, 
last? These and many other questions 
can only be partially answered at the 
resent time. 

The relation of climate to the most 
efficient development of manutacturing 
is one which is interesting many ge- 


ographers. What effect does humidity, 
daily changes in temperature, and sea- 
sonal chenges in temperature have on 
the efficiency of factory workers? Will 
the north temperate zone continue to 
supply the larger part of the mannfac- 
tured products entering into foreign 
trade? Will the tropical regions ul- 
timately do their own manufacturing 
or will they continue to trade food and 
raw materials in return for the procucts 
of northern factories? These prob_ems 
all have a close relation to the distribu- 
tion of the future increase in the wealth 
of nations. At present every indica- 
tion points to the rapid relative in- 
crease of manufacturing in the Urited 
States and to its being the predominant 
factor in the further increase of wealth 
in this country. 
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© Scientific Marketing of Farm Products as Ilustrated 
by the Marketing of Eggs 


By Earr W. BENJAMIN 
Sales Manager and Treasurer, Pacific Egg Producers 


HERE is an existing science of 

marketing. It is a science de- 
veloped after ages of struggling by in- 
dividuals to discover rules of action to 
be incorporated into their business. 
The rewards for each success in adding 
to the array of truths making up our 
present science have been survival, ad- 
ditional profits, pleasures, public praise, 
self-satisfaction, and the like. 

The use of eggs as the product to be 
studied in tracing the development of 
scientific marketing is particularly for- 
tunate. Eggs are a common food 
supply throughout the world, and are 
produced and consumed in small units. 
It is in marketing such a product that 
the keenest competition occurs between 
distributors, large and small, respon- 
sible and irresponsible, skilled and un- 
skilled. Only a small amount of 
equipment is needed, only a little cash 
or credit, and a littl work. Thus 
many persons can engage m the busi- 
ness. Consumers are apparently more 
chary of permitting profit in the han- 
dling of a necessary food product than 
in the handling of non-essentials and 
luxuries. Both the producers and the 
consumers of the usual small units are 
willing to patronize small distributors 
and frequently favor them over large 
ones. 


Gap BETWEEN PRODUCER AND 
CONSUMER WIDENS 


- From the earliest days of egg mar- 
keting in any community the condition 
has gradually changed from that of the 
producer and consumer combined in 
the same person, to that of the pro- 


ducer trading direct with the consumer. 
The irregularity of supply and demand, 
however, usually led to the introduc- 
tion of a third party or market man 
who maintained a continuous market. 
From the early days of direct con- 
tact, the gap has gradually widened. 
Developments of new, widely sepa- 
rated agricultural areas and the growth 
of the great centers of population ha 
greatly increased the problems %5 
transporting the quality of eggs at the © 
time, in the quantity, and from the 
place the producer produces them to 
the place, in the quantity, at the time, 
and of the quality the consumer con- 
sumes them. Both egg production 
and consumption are seasonal as to | 
quantity and quality, and are also af- 
fected by such local conditions as 
storms, and heat or cold waves. New 
methods of handling the eggs, and 
geographical designations of grades\ 
help to overcome the geographical dif- 
ficulties. The quantity of eggs han- 
dled in the United States has probably 
increased over 600 per cent since 1850. 
The remarkable development of our 
great cities has added greatly to the 
problem of distribution. The subur- 
ban residential sections have been 
spreading out farther, and city apart- 
ments have been rising higher and been 
crowded closer together, and each new 
device permitting a family to live in 
less space, and yet call it a home, is 
hailed as a triumph. Due to traffic 
congestion, it is impossible for house- 
wives to do their individual marketing 
as they used to do, and similarly it is 
impossible for a farmer to properly do 
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his farming and also take his produce 
to the public market or peddle his 
products in the nearby city. 


FUNCTIONAL SPECIALIZATION 


The limitations of human perform- 
ance, and the tremendous variety and 
number of activities pressing for at- 
tention, have encouraged almost every 
conceivable line of specialization. 

The distributers have changed their 
methods, enlarged or reduced their 
activities, merged or subdivided, been 
forced out or retired, or new ones have 
engaged in the business, due to the 
continuous struggle for economic effi- 
ciencies. 

The functions which must be per- 


- formed during the full process of mar- 


ket distribution include assembling, 
grading, packing, transporting, stor- 
ing, assuming risk, financing, buying 
and selling, and distributing and al- 
lotting.t These functions will not be 
discussed here; it is sufficient to note 
the results of this specialization. 

The distributers assuming the risk of 
ownership have become naturally and 
competitively grouped as follows: 

(1. Farmer.) The farmer who does 
the producing also performs more or 
less of the marketing functions; these 
include gathering the eggs, and fre- 
quently supplying the cases, and grad- 
ing, packing, and cleaning the eggs. 

(2. Huckster.) When the available 
eggs are in sufficient volume, men find 
it profitable to go around from farm to 
farm, collect the eggs and deliver them 
to some assembling point. The huck- 
ster becomes a real influence for better 
or poorer eggs through his personal 
contact with the producers. 

(3. Country Store.) The country 
store is the natural medium of transfer 
for the things the farmer buys and 
those he sells. The storekeeper often 

1 Benjamin, Earl W., Mfarketing Pouliry Prod- 
ucis, John Wiley & Son, Inc, New York, 1928. 
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finds that if he can attract the eggs the 
grocery trade will come with them. In 
some instances, the storekeeper han- 
dles the eggs at no profit at all or even 
at a loss. He frequently exerts ro in- 
fluence for improved quality, amd is 
thus considered by 30me to be a det- 
riment to the egg industry. 

(4. Shipper.) In communities where 
there is an exportab.e surplus of eggs, 
the shipper assumes the responsibil- 
ity of assembling them, locating the 
market, shipping them, and financing 
them until he receives his pay. The 
shipper frequently advertises, makes 
trips to the markets, and keeps in close 
touch with general conditions in ozder 
to adjust his prices intelligently. 

An interesting method of selling by 
shippers is illustrated by the f. o. b. 
auction selling of friits and vegeta- 
bles. It is an inspiration to sit in a 
“call” in Chicago, New York, Boston, 
Philadelphia, Detroit, Pittsburgh, or 
other important markets, all of which 
are connected togeth2r and with -he 
California shipping points by special 
wires. The catalogue is wired from 
the central office a few minutes before 
the sale starts, describing the cars 
ready to be shipped, o> already rolliag. 
The assembled bidders at each mar- 
ket compete with each other and the 
groups at all the oth2r markets, the 
bids coming to each city from all the 
others the instant they are made. This 
is efficient distribution and provices 
an accurate balancing between supply 
and demand, where oaly guess work 
prevailed before. 

(5. Receiver.) Receivers in the mar- 
kets may be of the tyre called whols- 
sale dealers who purchase eggs :n 
wholesale quantities from shippers or 
from other receivers, or commissicn 
merchants who handle eggs for others 
and make a commission charge for the 
service. The receiver maintains a1 
acquaintance with country supplies, 


08 


keeps the shippers notified of market 
conditions, handles the shipments when 
they arrive at the market, and with 
his direct contact with the local market 
he tries to dispose of the eggs to the 
best possible advantage. The receiv- 
ers usually constitute the principal 
membership of the city exchanges, 
and the wholesale quotations are usu- 
ally based on the prices obtained by 
them. 

' Auction companies have largely re- 
placed ordinary receivers of fruits, and 
this condition is developing in the veg- 
etable trade. Cold storage warehouses 
and railroads have utilized the auction 
method of selling eggs for salvaging 
purposes very successfully for many 
years, and a few years ago the Califor- 
nia co-operative egg producers tried 
a few cars at auction. However, it 
was not until the Pacific Egg Produc- 
ers’ auction was inaugurated, that any 
systematic attempt was made to estab- 
lish auction selling of eggs, as a means 
of disposing of current offerings of all 
grades to the regular daily trade. 

Eggs have been regularly sold at 
auction since November, 192%. This 
egg auction is operated by the Pacific 
Egg Producers Co-operative, Inc., of 
New York, the sales agency owned by 
three co-operative associations of pro- 
ducers on the Pacific Coast. Cata- 
logues are published each morning 
describing the lots to be offered, and a 
sample of each lot is ready two hours 
before the auction starts. Promptly 
at the appointed hour the auctioneer 
begins to call for bids on the various 
groups in turn; bids may be received on 
the telephone if the buyer cannot be 
present. Unless the top bids fall be- 
low a minimum fixed by the sellers, the 
geods are sold to the highest bidder, 
and he has the choice of taking only ten 
cases or the entire lot, the auctioneer 
then continuing on the remainder. 
During the last season, July, 1923, to 
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April 14, 1924, they held 195 auctions, 
and sold 224,500 cases; 5,899 sales 
tickets were delivered to purchasers, 
828 customers purchased on the auc- 
tion, and the average rate of selling 
was 1,123 dozens per minute. 

A public market place is sometimes 
used for the initial distribution of a 
portion of the farm products. The 
stalls or spaces are usually rented from 
the municipality and a specialized re- 
ceiver may occupy the space, or a pro- 
ducer may bring his own produce or 
some from his neighbors, and function 
as a receiver. 


(6. Storer.) The demand from the 


consumers for a steady supply of eggs 
has made it necessary for someone tofi 


hold eggs from the period of seasonal 
surplus or temporary market glut to 
periods of searcity. This has stimu- 
lated the construction of large refrig- 
eration warehouses for the use of the 
storers. The warehouse owners do not 
usually own the eggs, but only main- 
tain their refrigeration service, and 
handle the packages for a fixed charge. 
The storer naturally buys the eggs 
to be stored as cheaply as possible, 
because eggs “bought right are half 
sald,” and the storer knows by experi- 
ence that it requires good business 
judgment to finish the average year 
with a reasonable year’s wages. ‘The 
storer firms up the market when he 
buys his eggs and depresses the mar- 
ket when he sells them. His is the 
“steadying”’ function, very valuable 
to both the producer and consumer. 
(7. Jobber.) The jobber makes it 
his business to supply the retailers with 
the qualities and quantities needed. 
He usually maintains a corps of sales- 
men to call on the retailers at regular 
intervals, collecting bills and solicit- 
ing new business. The jobber han- 
dies, repacks, and delivers the eggs, 


and usually advertises his brands. His; 
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business is based on good will and a ~ 
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line of customers requiring years to 
develop. 

Hotels and high-class restaurants 
in the large cities require a distinctive 
service such as particular qualities, 
special quick delivery service, and 
liberal credit. A specialized jobber, the 
hotel supply house, caters to this trade. 

(8. Retailer.) The distributing to 
the consumer is done through a vari- 
ety of agencies including chain stores, 
individual stores, general or special- 
ized stores, peddling from wagons, 
and retail markets along the country 
roadside. The two most important 
types, the chain stores and the individ- 
ual stores, are now engaged in a keen 
struggle for the consumer’s favor, with 


the chain stores apparently gaining 


ground because of their economies and 
ability to clear their stocks rapidly. 
The final inspection of the eggs and 
the best opportunity to encourage or 
discourage egg consumption lies with 
the retailer. 

(9. Consumer.) Some housewives 
can give much less attention to the 
personal selection of the household 
food supply than others, depending on 
their other activities. Many purchase 
their food from bakers and delicates- 
sen shops, and others eat at restau- 
rants. Telephone ordering, retail de- 
liveries, and small storage spaces in 
the homes encourage small and fre- 
quent purchases. Among the mar- 
ginal activities of the egg consumers are 
personal selection of the eggs, quantity 
purchased, transportation to the home, 
cash payments, and home cooking. 

Those distributers who do not as- 
sume ownership of the eggs while per- 
forming their market functions include 
transportation agents, brokers, public 
auctioneers, and the like. 


COMPETITION 
We see these specialized distributers 
as a part of a finished structure. Many 
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who believe the structure wrong think 
it is easy to throw it over and start 
anew, but one must realize that it has 
been worked out gradually by men ex- 
pert in their line. These men are 
struggling for an existence which is 
dependent upon their success in evol- 
ving and operating a plan good enough 
in comparison with the others to re- 
ceivepatronage. This apparently well- 
lubricated market machine is really 
a seething struggle never at rest, al- 
ways striving for economic improve- 
ment. What we see today is far dif- 
ferent than what existed yesterday and 
what will be existing tomorrow. 

As noted in Figure I, at each step in 
the passage of eggs from the producer 
to the consumer, the prospective buy- 
er consciously or unconsciously throws 
his whole energy into protecting the 
consumer by buying the best quality 
at the lowest price, and investigating 
all available sources of supply; while 
in the same way the producer’s in- 
terests are protected throughout the 
series of sellers, each striving to obtain 
the highest possible price for the qual- 
ity he possesses. No fears or favor- 
itisms are shown; no receiver can han- 
dle the eggs passing from the shipper 
to the jobber just because he is a re- 
ceiver; he must make himself essen- 
tial. He must really make it cheaper 
and more efficient for the shipper and 
jobber to trade through him. The 
same is true with all other functional 
specialists, and in this way our market- 
ing system is maintained as it is today. 
The owners or managers of businesses 
are themselves attracted by larger 
profits or salaries in other industries, 
and this influence must be constantly 
counteracted by the economic struggle 
of industry for efficiency of manage- 
ment. 

The free choice of routes at each 
transfer point during the process of 
marketing amounts virtually to a suc- 
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cession of auctions. It is a choice of 
psychological methods as to whether 
the seller adopts the “Dutch Auc- 
tion” method of starting with a high 
price and reducing until a buyer is 
found, as is usually done in private 
selling, or whether he adopts the usual 
auction method of accumulating bids 
at increasing priccs, finally accepting 
the highest one. 

We usually look at trading as an ac- 
complishment of the seller, but the de- 
velopment of chain stores with huge 
demands for specific qualities and 
quantities has in many instances 
placed the emphasis on the buying, 
both by the retailer and by the jobbers 
and receivers. It is evident, as shown 
in Figure I, that the consumer has 
eight choices from whom to purchase, 
and he is continually striving to make 
the efficiency of his buying as high as 
possible; similarly the producer has 
eight choices to whom to sell; the jot- 
ber has two choices for selling and six 
for buying; the shipper has three for 
buying and five for selling. When 
observing egg marketing one sees prac- 
tically every possible combination of 
traders in operation, successfully, too, 
and filling their niches in the array of 
combinations making up our present 
complete system of distribution. 


ADVANCES IN GENERAL EFFICIENCY 


Consumers are becoming better edu- 
cated as to the qualities and uses of 
eggs, and they are demanding better 
eggs and better service. These de- 
mands are being reflected back along 
the line from the consumer to the pro- 
ducer as illustrated by the recent move- 
ment for general adoption of buying 
from the producers on a quality basis 
rather than the old case count basis. 

Modern market problems are now 
being discussed in the newspapers and 
Magazines, class rooms, homes, clubs, 
and legislatures. Inquiries of various 
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sorts are being made. The efficiency 
of al] known methods of marketing are 
questioned and tested, and the conclu- 
sions and experimental results are made 
available to the public. 

Governmental and other education- 
al agencies bear the responsibility of 
disccvering the truths in the various 
demonstrations going on around us all 
the time, and promulgating them. 

Some of the co-operative marketing 
activities now so popular have origi- 
nated from necessity; some have origi- 
nated because some promoter has 
claimed wonderful results and con- 
vinced a group of persons to make the 
start; others have originated from a 


false pride in controlling one’s products g 


during a greater portion of the market 
journey, just for the sake of control- 
ling. The “necessity” origin is prob- 
ably the soundest economic basis for 
co-operative efforts; efforts which fre- 
quer:tly involve the participants in 
problems outside their own sphere of 
knowledge and experience. The “ne- 
cessity”’ is usually due to the lack of 
proper functioning by the pre-existing 
distributers, or to the development of 
a certain type of agriculture, such as 
egg production on the Pacific Coast, 
and which is dependent upon increas- 
ing the market outlet sufficiently to 
absorb the increased supplies. In 
some such instances, no outside distrib- 
uter is able to co-operate quite so in- 
timately, and with the same inspira- 
tion of confidence as the producers 
themselves. 

Co-operative marketing organiza- 
tions must stand or fall according to 
their economic functioning the same as 
any other distributers. They may 
furnish information to assist in con- 
trolling the amount of production or 
guide the producer in fitting his qual- 
ity of production to the needs of the 
market. Non-co-operative distributers 
have partially fallen down in this re- 
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spect, and this has accounted for the 
present rapid growth of co-operative 
effort. It is not surprising that a few 
unwarranted co-operative enterprises 
may be promoted, but these will soon 
succumb to the law of survival of the 
fittest, and the experience gained by 
the co-operators will not be lost. Co- 
operatives have as good a right to do 
business as non-co-operatives, and 
they will continue to do business until 
conditions are such that they cannot 
longer do it more efficiently than it can 
be done in some other manner. Co- 
operative marketing is merely a method 
of organization; the fundamental proc- 
esses of marketing are not changed, 
` and the costs are not changed, except 
by the adoption of improved methods. 
Co-operative activities such as ex- 
changes, and associations of dealers, 
are usually formed for educational, in- 
surance, or social purposes, or for the 
maintenance of trading facilities with 
appropriate rules governing the same. 
An interesting development, due to the 
facilities offered by co-operative efforts, 
is the increase in the trading in options 
for future deliveries of eggs in Chicago 
and New York. The centralization of 
this trading and the published prices 
crystallize general opinions as to fu- 
ture values, and cause an adjustment 
of the prices for present transactions 
toward the level of these opinions. 


SPECIFIC APPLICATIONS OF SCIENTIFIC 
PRINCIPLES 


The outstanding evidences of sci- 
entific developments in egg r-~~xeting 
as it is carried on today are the 
following: 

The survival of only the most fit 
method. 

Prices are the expression of values, 
in terms of money. The prices of eggs 
are determined by their relative supply 
and demand. 

The supply factor is affected by such 
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influences as the cuantity and quality 
of the eggs; wheth=r they are in strong 
or weak hands; handled through one 
channel or several, competing for the 
same outlets; whether they must be 
sold promptly and in irregular quan- 
tities or can be regulated to provide an 
even flow for salc; supply of substi- 
tutes appealing to buyers; facilities for 
holding for customers rather than forc- 
ing immediate deliveries. 

The demand fsctor is affected by 
such influences as rate of absorption by 
customers; anticipated future demand 
or supply; whether the brand has an 
established reputation; ability of buyer 
to hold supplies for future demands; 
buyer’s credit; confidence of buyer ‘in 
seller; example of others buying; and 
whether previous purchases have been 
profitable or unprcfitable. 

High prices encourage the marginal 
producer and seller, and discourage the 
marginal consumer and buyer, gradu- 
ally swinging the pendulum back to 
low prices which encourage the buyer 
and discourage the seller. 

The play of marginal utility in sell- 


. ing eggs is compliceted by the fact that 


each lot is made up of many different 
qualities of eggs on. each of which there 
are different marginal utilities; and in- 
numerable items o“ costs must be con- 
sidered as distributive shares. 

It is customary and apparently es- 
sential in distribuiing eggs in a local 
market to give all zustomers equal op- 
portunities at the same price, even 
though the marginal demands of the 
various buyers are different. When 
shippers are trading with buyers in 
widely separated cities the use of se- 
lective prices is bezoming increasingly 
difficult due to the modern close inter- 
relationship of markets. Good-will 
is SO necessary in maintaining a satis- 
factory business of selling eggs that 
distributors are vecy chary of having 
more than one price on the same goods. 


‘ 


114 


A monopoly in eggs is very difficult 
to successfully manipulate, even for 
specific qualities, because there are so 
many substitutes, and there is danger 
of quick stoppages of demand through 
boycotts or the natural loss of mar- 
ginal buying. 

When the supply of eggs is inade- 
quate, the sooner the price is advanced, 
the lower the ultimate level of price at 
which the demand will be satisfied. 
When the supply is in excess, the sooner 
the price is lowered, the higher the ul- 
timate level of price at which the de- 
mand will absorb all offerings. 


Tur Aucrion—A Moprrn Mers oD 
oF SELLING 


This article is not for the discussion 
of any specific method of selling, but 
it seems so apparent that the auction, 
in many respects one of the newest 
methods of distributing eggs, embodies 
the scientific requirements for good 
selling, that the writer wishes to men- 
tion the most important of these fea- 
tures: 
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The auction, together with the sup- 
plementary work of the operators, 
fully attains the necessary steps in 
good salesmanship: (a) attention, (b) 
interest, (c) desire, (d) conviction, (e) 
decison and action, 

The auction is a big event in the 
market each day at a specified hour. 
It is advertised; its prices are vital to 
the whole trade; people are talking 
abou- it; and no buyer could forget it 
if he tried. These features account 
for tae first two steps, attention and 
interest. 

The auction has a reputation for 
fair cealing; customers are usually sat- 
isfied, representatives of the auction 
explaining the beneficial features; the 
prospective buyer is induced to visit it; 


he inspects the samples and finds them - 


oi tke usual quality; he sees others 
inspecting the samples for the pur- 
pose of buying; and as the auction sell- 
ing begins, desire and conviction on the 
part of the prospect usually develope 
in quick succession. The prospective 
customer observes the quick and fair 
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play of prices up and down, and he 
finds that he can purchase as few or as 
many cases as he wishes; and the last 
aim of salesmanship—decision and ac- 
tion—is almost invariably obtained. 

The auction thus plays into the hand 
of the sales solicitor. 

The real duty of the auction is to fix 
the prices quickly, and accurately. 
The larger the proportion of the mar- 
ket’s total buying power which attends 
the auction, the more accurate will be 
the prices. It becomes the rule that 
a customer on the auction is more val- 
uable than a customer off the auction. 
The marginality of each customer is 
quite likely to be reached on the auc- 
tion if it is popular enough to attract a 
good proportion of the buyers. 

By having the buying power of the 
market centralized the sellers are able 
to more accurately determine their own 
correct price marginality. An auction 
in the hands of one knowing the facts 
relative to present and prospective 
supply and demand, places such a sell- 
er in a position to stabilize the market 
for the manifest benefit of the indus- 
try. Reservation prices and direct 
reservation of supply are frequently 
employed by the seller to offset a feel- 
ing of panic, irregular supplies, or a 
temporary decline in demand. 

No one buyer or seller nor limited 
group of them can possibly possess the 
knowledge supplied in a few minutes at 
an active auction. History is made 
there, and it is made quickly enough to 
be of use for further trading. 

The auction is very sensitive and the 
prices indicate any slight change in the 
relative position of the supply and de- 
mand forces. 

The publicity of auction prices per- 
mits a prompt recognition of wholesale 
price changes, by the producers, con- 
sumers, and all intervening agencies, 
thus encouraging quick adjustments 
all along the line. 
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The fact that personalities are re- 
moved from good economics when the 
prices are fixed has a permanent appeal 
to most buyers. There are no favor- 
itisms at auction. 

The auction is a device for price fix- 
ing, a machine of economics. The 
writer believes that the more general 
adoption of the auction plan of sell- 
ing will be recognized as one of the 
achievements of science for marketing. 
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WHAT ARE Present MARKETING 
PRACTICES? 


CTUALLY there are compara- 

tively few industrial companies 
in which there can be said to be mar- 
keting practices. There are advertis- 
ing methods, selling methods; as a 
rule—I am speaking of large and more 
advanced concerns in commercial oper- 
ations—there is pretty consistent and 
well-defined combined and co-ordi- 
nated advertising-selling practice. The 
imaginary line between Advertising 
Land and the Kingdom of Sales has 
been, is being, crossed so often that it 
is somewhat difficult to imagine that 
it was ever imagined. Go into an 
advertising executives’ convention, and 
the men will be found discussing sales 
and advertising. Go into a convention 
of sales executives and the discussions 
are concerning advertising and sales. 


CO-ORDINATION OF ADVERTISING AND 
SALES 


Twelve, ten, eight years ago, a topic 
of discussion in our general meetings 
was co-ordination of advertising and 
sales departments. About six years 
ago, while a group of A. N. A. men 
were engaged in outlining an annual 
meeting program, a suggestion was 
made that we again consider sales and 
advertising co-ordination. “‘Pshaw!” 
exclaimed a dynamic and clear-think- 
ing sales manager, “‘there’s nothing to 
discuss; the way to co-ordinate is to 
co-ordinate!” If any man were to 
suggest the subject today, the sugges- 
tion would be received with charitable 


smiles—and deprecatory silence. Men 
who formerly worked only in the di- 
mension of similarities have learned to 
work also, and co-ordinately, in the 
dimension of differences in markets and 
marketing practice. 

That is a very great advance, and 
constitutes one of the principal con- 
tributions of the A. N. A. in the evolu- 
tion of scientific marketing practice. 


MARKETING PRACTICE 


But genuine marketing practice is 
not only co-ordination of sales and ad- 
vertising; it is something more. All 
the operations of a factory enter into, 
and constitute, marketing. This is 
but imperfectly understood even now 
in American business; finance and pro- 
duction monopolize to too great an 
extent the administrative capacity of 
industrial captains, instead of being 
regarded as merely functions, or de- 
partments, of business, another name 
for which is marketing; because, essen- 
tially speaking, a factory does not 
exist for production, but for marketing 
the goods produced; goods have no 
value whatever unless there is a market 
for them and unless they can be sold 
to that market, and sold economically 
and effectively. 


CREATING MARKETING PERSONNEL 


It may seem a trite and unnecessary 
thing to say, but business is men; not 
machines, not dollar bills, not trans- 
portation, but men. It is one of those 
obvious things so frequently overlooked 
because it is obvious. Perhaps it is 
because the chiefs of big business have 
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been so almost exclusively occupied 
with machines and with dollar bills 
that the sine qua non of successful mar- 
keting, viz., men, has been overlooked, 
discouraged; repressed. That this has 
consistently occurred frequently shows 
in the conversation of sales managers 
and advertising managers. 

Knowing intimately this situation, 
and that it could be changed only by 
time and the inevitable domination of 
knowledge and ability, the A. N. A. 
has, for fourteen years, been the prin- 
cipal means in the United States by 
which men serving in the marketing 
departments of industrial concerns 
have attained and acquired marketing 
consciousness and ability through mar- 
keting knowledge. Since the founda- 
tion of the Association, and espe- 
cially during the past nine years, the 
members have individually asked for, 
and have been given, many thousands 
of items of information each year 
covering every phase of advertising 
and selling: data relating to channels of 
distribution; marketing investigation; 
every possible activity of, or connected 
with, salesmen; methods of selling and 
of advertising; of sales promotion; 
trade-marks; legislation bearing upon 
marketing; mediums; ete., etc. 

To give something approaching an 
adequate idea of the individual data 
service rendered by the Association 
would necessitate occupying at least 
twenty-five 816” x 11” pages. Has a 
member company wanted to know 
whether or not to invest in automobiles 
for its salesmen; the Association has 
been able to give detailed and first- 
hand information for the member’s 
guidance. Or how to minimize waste 
in the use of dealer helps; the member 
has received a volume of material cov- 
ering the experiences of many com- 
panies. Did a company contemplate re- 
organizing its marketing departments; 
or have any doubt on a matter of trade- 
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marking; or wish a list of publications 
revised to secure maximum coverage 
of a marketing territory at minimum 
cost; or wonder what state laws it 
might stumble into in opening up a 
new sales territory; or be considering 
the employment of exclusive agents; 
or wish a certain proposition or scheme 
investigated; or wish material for the 
conduct of a salesmen’s convention, 
for the training of salesmen; the de- 
mand has been immediately met or 
covered as quickly as possible. 

It has been exceedingly interesting 
to stand at the center of the circle of 
the A. N. A., so to speak, and observe 
the inquiries becoming increasingly 
more profound, less of a subjective and 
more of an objective character; to see 
less and less interest shown in adver- 
tising technique and the growth of a 
practically dominating interest in all 
that marketing means. 

So here is another outstanding con- 
tribution of the A. N. A. to the im- 
provement of business practices,—the 
creation of that without which compe- 
tent marketing must be impossible, 
viz., competent marketing personnel. 


CoMMERCIAL RESEARCH 


Commercial research is becoming as 
common an operation as technical pro- 
duction research. Commercial com- 
panies have, through bitter experience, 
learned to look before they leap. Re- 
search is, as a rule, thought of only in 
its “blanket” aspect,—a state, terri- 
torial or national market to be inves- 
tigated by crews of field men in accord- 
ance with an elaborate plan. The 
A. N. A. frequently investigates im- 
portant matters over a broad territory. 
For example, it is now investigating 
duplication of magazine circulation, 
parallel, of, course, to a possible inves- 
tigation of whether too many salesmen 
are operating in a certain territory or 
whether there are too many retailers. 
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Diminishing returns from publication 
advertising are frequently reported, 
and both inquiries and sales are, in 
many cases, becoming prohibitively 
expensive. Another matter receiving 
research attention is the wide spread 
that very frequently obtains between 
local and foreign out-of-town rates. 
The Association has also examined ip- 
to and issued reports upon such mat- 
ters as Ways of Selling Salesmen on 
the Company’s Advertising and Get- 
ting Them to Use It; Dealer Co- 
operation; Practices of A. N. A. Com- 
panies; Sales Manuals; The Use of 
Automobiles by Salesmen; Reports on 
Export Advertising and Merchandis- 
ing; Reports on Publications; and a 
great number of reports on many other 
subjects, a list of which would fill many 
pages of The Annals. 

Mention should be made here of the 
famous Research Reports of twelve 
years ago: Experiments on the amount 
of white space valuable for attention 
or isolation value; Report on experi- 
ments as to the average value of ad- 
vertisements in advertising sections of 
different sizes; Size and frequency of 
advertising; Preferred position instand- 
ard magazines; Do different intervals 
of time between the publications of ad- 
vertisements affect their individual 
efficiency? Attention value of adver- 
tisements in various positions; Actual 
returns from advertising and results 
obtained by experiment; To what ex- 
tent do individuals read copy in adver- 
tisements? Habits of passengers in 
street cars, elevated and subway trains, 
as regards the reading of advertising 
cards. 

A vast volume of water has run un- 
der commercial bridges since these re- 
search bulletins were issued; the water 
was changed in color as its flow has 
worn the channel nearer and nearer to 
the bedrock of marketing practice; but, 
whenever, as during part of the last 
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four years, confusion of changing con- 
ditions has forced men to reconsider 
first principles or basic elements, the 
value of the research work of the 
A. N. A. twelve years ago has been 
demonstrated practically. 

But all research is by no means of 
the “blanket” variety. A large pro- 
portion of A. N. A. office research is 
of that kind which gradually builds up 
data upon data until everything worth 
knowing on the subject has been gath- 
ered; the kind of research in which 
“every little bit, added to what you’ve 
got, makes a little bit more”; similar 
to the well-known British political 
method of adding precedent to prec- 
edent until ultimately an entire body 
of practice exists. 


MARKS OF APPROVAL 


Let me give an example of this kind 
of investigation: Thirteen years ago 
a company of competent advertising 
men, assembled in Boston, seriously 
discussed the licensing to manufac- 
turers of a mark of approval to be used 
by those manufacturers on their goods, 
their packages, their advertising lit- 
erature, in advertisements, ete. The 
mark was to be an assurance to the 
public that the licensing organization 
approved of the manufacturer, his 
product, his methods of business, and 
so forth. 
| Nothing but discussion happened, 
and the “crisis”-——for the manufac- 
turer—passed. 

The idea again cropped out in the 
formation of an association in which 
the use of an emblem was permitted— 
after payment of dues—by firms who, 
during their business history, had prac- 
tised honor, rendered ‘service, given 
quality, and thereby attained strength; 
all these business virtues being acquired 
before the firm could have the emblem 
of approval pinned on its breast by the 
association. 
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This instance of the employment of 
a mark of approval was the subject of 
plentiful discussion. 

In 1916 the idea was revived by a 
gentleman who appears to have been 
one of the aforementioned Boston com- 
pany. A brand new mark was displayed 
at a specially called—and gratis — 
luncheon, and those present were asked 
in turn why endorsement of the scheme 
should not be given. One man said: 
“Mr. , Suppose you had been in 
business ten, twenty, fifty years, and 
had built your business on the basis of 
a trade-mark that had become a sym- 
bol of fair dealing, quality, integrity, 
uprightness. You would have paid 
by consistent ethical conduct, to say 
nothing of large sums of money, for 
the approval of your public, evinced 
by your having a stable and growing 
market for your goods. Under such 
circumstances, how would you regard 
a proposal that you let some associa- 
tion examine the quality of your goods 
(basis for examination undefined), give 
them and you its O. K., and allow you 
to pay for that association’s mark of 
approval, said mark to be used hence- 
forth in competition with your own 
trade-mark, and to tell your public 
what they already know—that you 
are fit to do business with them?” 

Quite evidently we were beginning 
to get down to definitions on the sub- 
ject. 

Then along came the so-called na- 
tional trade-mark; to be not merely a 
mark of origin, but to be licensed to 
any American exporter who promised 
to be good, to sell goods of a certain 
standard of excellence; although its 
promoter, the Chief of the United 
States Bureau of Foreign and Domestic 
Commerce, said the mark could not 
possibly be a mark to denote quality. 

Finally, about three years ago, a 
foreign gentleman domiciled in the 
United States promulgated the idea of 
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a mark of approval—the Potentia Seal 
—to obtain which manufacturers would 
be required to put up a bond, the 
amount of which the Potentia Corpora- 
tion would have the right to cause to 
be paid to anyone who should establish 
that misrepresentation had been. prac- 
tised by the grantee of the Seal. A 
portion of the proceeds from the li- 
censes was to be used for the organiza- 
tion and cohesion of the “moral forces” 
of the world! 

Here, briefly, is a thirteen-year his- 
tory of attempts to materialize an idea 
which is an economic fallacy, but was 
not, in every case, recognized as such. 
Each case was investigated and re- 
ported upon by the A. N. A. And 
finally, all the evidence being in, it was 
possible to arrive at definite and irre- 
futable conclusions; and, should the 
idea ever be resurrected, as undoubt- 
edly it will be, it will speedily be buried 
again by producing the mass of evi- 
dence that the Association has in its 
files. 


REDUCTION oF Cost oF DISTRIBUTION 


The essential aim of all the work of 
the A. N. A. is reduction of the cost of 
distribution. This aim has always 
been kept in mind in all that the Asso- 
ciation has undertaken. That is what 
has made its program during fourteen 
years a consistent one. An association 
can easily be tempted to get into side 
roads unless its main highway is clearly 
defined. 


SIMPLIFICATION 


When, therefore, the question of sim- 
plification of paper sizes came to the 
front nearly three years ago, the A.N.A. 
knew that it must take a leading 
part in solving it; on its solution de- 
pended reduction of the cost of print- 
ing. To a very great extent, printing 
costs are at a high level because of the 
immense variety of paper items manu- 
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factured, stocked, and used in printing. 
There are even now paper mills making 
many different sheet sizes of paper, and 
also turning out comparatively small 
lots of paper because of the multiplica- 
tion of private brands, of which there 
exist about 10,000 as against about 600 
mill brands. Of paper items, paper 
merchants are carrying in stock 5,000 
to 12,000. Printers are overequipped 
with machinery. Their turnovers aver- 
age ope and three-quarters annually, 
and their net profits 344 per cent. 

With such conditions how can lower 
prices be possible? The paper manu- 
facturing, merchandising, and printing 
businesses have been, and still are, be- 
devilled by too many varieties, by com- 
plexity, making operation on a turn- 
over basis impossible. 

The A. N. A. determined upon tak- 
ing the initiative to effect simplifica- 
tion; and, finding afterwards that the 
U.S. Bureau of Standards was also pre- 
paring to do similar work, joined with 
the Bureau in common with other and 
interested associations. After a vast 
amount of research and survey work, 
it was found that five sizes of book 
paper were sufficient for all general 
printing purposes, for lithography, and 
for book publishing, as well as for maga- 
zines and directories. 

The investigation included the send- 
ing out of more than 15,000 question- 
naires to the members of eight inter- 
ested national associations; fourteen 
different surveys of printed literature 
representing over 25,000 individual 
printing jobs. It was actually found 
that if only a portion of the printed 
matter examined wete changed in di- 
mensions 14” to 14”, practically all 
of it could be cut from four of the rec- 
ommended sheet sizes of book paper! 

It has further been brought out that 
of the printed literature used by com- 
mercial concerns, 10 per cent to 35 per 
cent is cut to waste from the sheet, 
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sizes used; and the waste of paper va- 
ries from 15 per cent to 35 per cent. 

In instances in which there has been 
a condition diametrically opposite to 
one of simplification, it has been found 
possible to reduce the paper cost 40 per 
cent and the printing cost 17 per cent. 

The test of effecting simplification 
is, at least, a five-year one. But we 
are confident that not only will users 
of printed matter benefit 20 per cent 
to 25 per cent in prices, but paper manu- 
facturers, paper merchants, and print- 
ers will make large profits and have 
far more stability than at present. 
Here is a bettering of business practices 
that affects probably an annual cost to 
business of, at least, $450,000,000. It 
even affects labor conditions in the 
paper mills, since, with manufacturing 
concentrated upon a few standard 
sizes, in slack times the mills can run 
for stock, confident of subsequent de- 
mand, thus keeping their men em- 
ployed and contented. 

There are men intimately acquainted 
with conditions in the paper and print- 
ing industries who assert that unless 
the A. N. A. had accepted the virtual 
leadership in the movement for simpli- 
fication, the movement would have 
languished and probably failed to reach 
the point it has. 

Why is this simplification necessary? 
Because the cost of distribution in the 
United States must be reduced. We 
can no longer hope for the consistent 
reductions in cost of production that 
characterized manufacturing until a 
few years ago. Here and there, as, for 
instance, in paper manufacturing, or as 
the result of an important discovery in 
a laboratory, reductions will be effected; 
but these incidental savings will not 
affect the entire volume of production 
broadly; indeed, we may rather expect 
a general increase in production costs. 

Accordingly, unless we want to lose 
our markets, domestic as well as for- 
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eign, we must reduce distribution costs. 
All methods of marketing, all channels 
of marketing, must be examined and 
re-examined. The distinct tendency 
is toward simplification and toward 
direct action and control—simplifica- 
tion of methods and of instruments, 
and a fundamental appreciation of the 
fact that marketing goods by proxy 
cannot be accompanied by the requi- 
site economy and effectiveness. 


Waen A. N. A. Men FOREGATHER 


Someone has said recently that the 
second largest industry in the United 
States is convening, the first being boot- 
legging. However that may be, con- 
vening has been an important means 
by which the A. N. A. has been able 
to improve business practices. Twice 
each year since tt was founded the Asso- 
ciation has assembled for three com- 
plete days of business sessions, and 
frequently discussions have gone on 
until almost midnight. l 

A review of past meeting programs 
will be enlightening as showing how 
gradually an advertising mentality 
largely subjective has grown and broad- 
ened into one that is decidedly objec- 
tive. It is obvious that to the degree 
that selling mentality is subjective or 
objective there will be less or greater 
grasp of objective realities in markets 
and, accordingly, slow or rapid im- 
provement in marketing methods. 

In 1911, the Association discussed 
what. may be regarded as advertising 
subjects exclusively; for example, spe- 
cial editions, programs and semi-chari- 
table advertising solicitation, agency 
relations, postal affairs, circulation and 
rates, house-to-house distribution. _ 

In 1912, these matters again were 
given attention and there were added 
improper advertising, window displays, 
research work, export advertising, 
transportation of advertising matter, 
advertising department systems, dealer 
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co-operation, resale prices; showing 
clearly that the relative character of 
advertising to general business activity 
was being recognized. 

In 1913, there was held a conference 
with the National Association of Re- 
tail Merchants, and an investigation 
was made as to “The Efficiency of the 
Distribution Methods of Manufac- 
turers Selling through Retail Distrib- 
uting Factors.” 

In the following year, direct adver- 
tising received particular attention, 
and the connection of factory produc- 
tion with marketing of production was 
a topic of close consideration. At the 
same time, inquiries received from 
members at the headquarters office 
began to evince a distinct selling or 
marketing instead of an exclusively 
advertising character. 

Throughout 1915, such inquiries 
were in the majority, and in the gen- 
eral meetings there was marked zest in 
discussing the exchange of information 
and experiences upon: Educating the 
Jobbers’ Salesmen; Contests for Sales- 
men; Educating and Stimulating Re- 
tail Sales Clerks; Exclusive Agencies; 
Stimulating Salesmen; Remunerating 
Salesmen; Securing Co-operation of 
Salesmen; Marketing Products among 
Foreign-Language Populations in Unit- 
ed States; Getting the Dealer to Han- 
dle the More Profitable Numbers in 
Lines of Products. 

The 1916 spring meeting program 
was compiled from a questionnaire as 
to subjects for discussion prepared by 
members. Among the general classifi- 
cations of the program were: Dealer 
Service and Dealer and Jobber Co- 
operation and How to Secure It; Train- 
ing and Stimulation of Salesmen; Raw 
Material Prices; Co-ordination of Ad- 
vertising and Sales Departments; the 
Howard Bill against Misbranding; 
Trade Associations; Open Price Asso- 
ciations; One Price ‘Policy to Both Big 
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and Small Dealers; the Employment of 
the Salesman as the Firm’s Missionary. 

The annual meeting of the same year 
scught to clear away a great deal of 
misunderstanding about publishers’ 
circulation methods, and succeeded. 
When that was done we went ahead 
with a great program of problems in- 
volved in Selling; Relations with the 
Dealer; Export Marketing. And for 
tke first time was introduced The 
Factory; Employes’ Social Clubs, Bene- 
fit Associations, Training and Educa- 
tion; “Safety First” Methods. Here 
was the advertising man appreciating 
tLat every factory department is a 
seles department. 

Inevitably the meetings in 1917 
were occupied with business and the 
war, and in this connection discussions 
on Possible Readjustments in Business 
fallowing the Termination of the War 
marked a big jump in A. N. A. busi- 
ness consciousness. Investigating the 
Market also received an unusual 
amount of attention. 

And then at the Semi-Annual Meet- 
ing of 1918, the program included: 
Attitude of the Government towards 
Business in General and Advertising 
in Particular—Government Regulations 
Aecting Advertising and Merchan- 
dising Policies; Advertising When Over- 
scld; How Much Does Advertising 
A-fect Value of the Trade-Mark, with 
Special Reference to the Excess Profits 
Tax? How Can Present Shipping 
Conditions Be Remedied in so far as 


` They Militate against Effectiveness of 


Advertising? 

The program for the Annual Meet- 
ing of 1918 was a reconstruction pro- 
gram. In the preamble to the pro- 
gram details is the following: 


In the past the departments of an indus- 
trial corporation may have had their strict 
limits, and have tended towards narrow 
specialization. Where will a continuance 
of narrow specialization place us in the fu- 
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turer As a result of war conditions, mar- 
kets have disappeared, or have been nar- 


rowel, or have expanded—prospectively. 
Outlets have changed in character and are 
changing. By and large, manufacturing 
capacity has increased and is increasing. 
How do we know that the distribution 
methods of yesterday will serve the needs, 
and under the conditions, of tomorrow? 
Are we not being forced to overhaul, to co- 
ordinate and to readapt all our machinery 
of distribution? 


So the program was an attempt to 
tie together all departments as selling 
or marketing departments, and there 
was presented and discussed: The Place 
and Function of the Advertising and 
Sales Departments in the General Or- 
ganization; The Product and the Ad- 
vertising and Sales Departments; The 
Advertising and Sales Departments and 
the Traffic Department; and Operation 
of the Marketing Departments. 

Programs of meetings in 1919 were 
of a similar objective character and 
further overhauled the machinery and 
the technique of advertising and selling 
in their relation to reconstruction con- 
ditions. 

Similar work went on throughout 
1920, as is indicated by the following 
subjects: The Why and Wherefore of 
the Present Business Situation and the 
Way Out; Facts vs. Guess Work in 
Marketing; Using Salesmen to Get 
Facts; The Questionnaire That Is and 
Isn’t; Neglected Fields in Branch Office 
Quotas. 

In the meetings of 1921, topics were: 
Fitting Advertising into Marketing 
Plans to Better Advantage—in the 
Use of Publications, at the Point of 
Sale, in Direct Advertising, in Outdoor 
Advertising, through Salesmen, by 
Means of Advertising Agencies. 

Other topics were: Where Are We 
Headed for in Marketing Costs? The 


Public Sees the Business through the i 


Marketing Departments. 
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The motif of one of the 1922 meet- 
ings was “The Market—The Method 
—The Machine,” and some topics 
presented and discussed were: Basing 
Plans on Known Facts; The Way to 
Find Markets; The Law of Mental 
Sale, ete. 

The annual meeting of the same year 
dealt with the following matters: Are 
There Too Many Retailers?; National 
Advertising—Connecting the Consum- 
er with the Distributor; Selling the 
Consumer Direct; Distribution of 
Manufactured Products; Analyzing 
Distribution Costs; Modernizing our 
Trade-Mark Laws. 

For 1928: Offsetting the High Cost 
of Advertising in Publications by Bet- 
ter Advertising and Sales Methods; 
The Development of Marketing Ad- 
ministration; The Salesman and the 
Advertising; Direct Mail Advertising 
in Sales Promotion. 
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Nineteen twenty-four: Present Eco- 
nomic Factors Affecting Business; Dis- 
tribution of Marketing Personnel; Sell- 
ing Advertising Plans to Salesmen; The 
Dealer and the National Advertiser; 
The Fundamentals of a Correct Sales 
Policy; The Cost of Distribution and 
Misfit Salesmen; The Relation of Re- 
search to Marketing Methods; Better 
Relations between National Adver- 
tisers and Retailers; Helping the Dealer 
to Help Himself. 

Behind the A. N. A.’s activities is 
economic force, inescapable economic 
law, a development in marketing con- 
sciousness that dictates these activities. 
That development is inexorable; its 
demands will not be denied; all we can 
do is to determine to work with and 
not against them. The direction of 
all our activities is toward reduction of 
costs of distribution through unifica- 
tion, direct control, simplification. 


What the American Association of . 
Advertising Agencies Does to Make Advertising 
Scientifically More Effective 


By Stanuey Resor 
President, American Association of Advertising Agencies 


T is a rare shopkeeper in these days 
who makes all the things he sells. 
Ozcasionally we find a baker, milliner, 
ccnfectioner or a cigar dealer who 
manufactures on a small scale for his 
own trade, but these are the exception. 
Tae great mass of retailers carry arti- 
eles in stock which are made by others 
by processes and of ingredients con- 
cerning which they have no real knowl- 
edge. 

This situation came into existence 
orly a relatively short time ago. 
There was a time when the word “‘shoe- 
maker” connoted a maker and not a re- 
pairer of shoes. The shoemaker se- 
lected and bought his materials and 
completed all the processes of shoe- 
making himself, with the expert knowl- 
edge of a craftsman. He could speak 
from experience regarding miaterials 
and workmanship when inquiries were 
raised by intending buyers. His trade 
interest extended beyond the immedi- 

ate profit from a sale; his standing as a 
craftsman was always at stake. His 
customers were known to him person- 
ally, and they had to come to his store 
to obtain goods of his make. The 
number of types or styles he sold was 
small and their distribution was limited. 


Past AND PRESENT CONDITIONS 


The invention of labor-saving ma- 
chinery, the rise of the factory system, 
and the development of means of rapid 
communication and transportation 
thinned the ranks of the craftsman-re- 
tailer almost to the point of extinction. 

The functions of manufacturer and 


distributor have become more sharply 
defined. Large establishments pro- 
duce manufactured articles so effi- 
ciently with the use of machines and 
scientific management that prices can 
be reduced beyond the ability of the 
craftsman to compete. 

Manufacturing on a large scale, by 
efficient methods combined with ease 
and cheapness of transportation and 
communication, has enabled producers 
to extend their markets over wider and 
wider territories, curtailing the activi- 
ties first, of the retailer-manufacturer, 
and next of the local small scale man- 
ufacturer. 

This change is reflected in the statis- 
tics of manufacturers. The figures 
show that in many lines the number of 
manufacturing establishments is gradu- 
ally diminishing. Consolidations take 
place and the growth of the stronger 
units makes it less attractive for new 
units to enter the field unless they are 
equally well set up. 

This smaller number of manufactu- 
rers doing a far larger average business 
results in a general distribution of a lim- 
ited number of better brands. From 
these standard qualities and brands, the 
consumer may now select the product 
exactly suited to his needs and at a 
price at which competition makes it 
sure that he will find good value. You 
may go into drug stores or grocery stores 
from one end of the United States to 
the other and find substantially the 
same brands of merchandise on sale. 
Wherever you go, you may obtain your 
favorite tire or razor. 
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Contrast this choice with the former 
selection limited to the single product 
of the old line craftsman-retailer who 
produced well or poorly according to 
his individual ability. 

The energy which the retailer for- 
merly divided between distribution and 
production, now is concentrated in 
specialization as a distributor. As the 
shopkeeper has become a distributor 
for the manufacturer, a change has 
taken place in his stock. New inven- 
tions continually appearing, which fill a 
need or contribute to the ease of life 
that modern purchasing power can 
afford, have added to the list of articles 
he profitably can sell, so that today in 


` place of a single item, which he made 


and sold, he now sells many, in some 
instances thousands of different items. 

Motor cars, phonographs, safety 
razors, fountain pens, modern plumb- 
ing, electric irons, vacuum cleaners, 
cameras, and radios show the variety of 
new objects which have taken their 
place in the stock of various types of 
dealers. The average grocer carries 
from 1,500 to 2,000 items; the average 
drug store from 5,000 to 10,000; the 
average hardware store from 6,000 to 


12,000. The characteristic modern re- ' 


tailer is one who in selling diverse 
lines acts merely as a distributor, hav- 
ing no part in the production of the 
commodities he sells. 


CATERING TO ConsumER-MANU- 
FACTURER NEEDS 


In the type of store where the num- 
ber of items carried runs into the thou- 
sands, the dealer cannot be expected to 
know the relative advantages of so 
many items. Had he the information 
available, still he would find it unprofit- 
able to make an extended explanation 
of the merits of each, because of the 
small profit per item. His profit now 
must come from a rapid turnover, from 
many small sales ina day. At several 
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busy drug stores in New York the 
clerks were timed recently during the 
rush hours and found to make thirty- 
two sales an hour. With less than two 
minutes for a sale, obviously the clerk 
is limited to supplying the customer’s 
needs. ‘This means that the customer 
must know in advance what he needs 
and must ask for it. 

How is he to ask for it? Where and 
how is the consumer-customer to learn 
what article and what make of it best 
suits his needs? Whois to provide him 
with authoritative information? As 
before, the maker of the commodity is 
the one authority in a position to know 
and to explain his product. He is in 
possession of the facts; the article now 
bears his name; his reputation is at 
stake; he must do the selling. 

The economies resulting from spe- 
cialization have split the original crafts- 
man-retailer into two, setting up in his 
place the manufacturer, producing on a 
large scale, on the one hand, and the 
retailer, distributing many commodi- 
ties, on the other. The producer is 
still the seller but today he is a manu- 
facturer instead of a retailer. 

Fortunately the need of the con- 
sumer to be sold and the need of the 
manufacturer to sell are both served by 
the same effort. The consumer on the 
one hand today cannot afford by trial 
and error to become a self-experienced 
judge of all the articles he uses. A life- 
time and a fortune would be spent be- 
fore he got half way through his list and 
then values would have so changed that 
he would have to start afresh. He must 
buy by name and reputation. Ina bril- 
liant pamphlet entitled The Backward 
Art of Spending Money, Dr. Wesley C. 
Mitchell points out the problems of the 
housewife as purchaser for the fam- 
ily. She has to buy, he says, a greater 
variety of different items than any 
single purchasing agent ever was ex- 
pected to buy—everything from stoves 
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and clothing, to food, medicines, 
amusements, and education. 

The manufacturer of consumers’ 
goods, on the other hand, must keep his 
factory going by maintaining a wide 
distribution and a continuous sale. 
The consumer is his court of last resort. 


POWER or ADVERTISING 


Yet the consumer is numbered by the 
millions, and is spread from coast to 
coast. But he must be reached, inter- 
ested, and informed. 

This is the work that advertising 
does. Advertising is large-scale selling 
to command markets for large-scale 
manufacturing. 

The economies of large-scale manu- 
facturing are apparent. What—if any 
—are the economies of large-scale 
selling? 

To the consumer, it quickly supplies 
necessary information authoritatively 
about good merchandise. It is insur- 
ance of good value, for if the article is 
not good, it cannot be advertised suc- 
cessfully. To be advertised it must be 
identifiable, and if identifiable it can be 
avoided, if it is not good. The con- 
sumer need never buy it again. Adver- 
tising insures this value at a fair price 
for if the price is high, competition will 
soon force it down or take the market 
from the article, as large-scale markets 
are in too great demand to be held 
unchallenged. 

To the manufacturer, it makes pos- 
sible still larger-scale-selling, frequently 
resulting in further economics. It 
makes for permanence with its resulting 
avoidance of loss and it makes for 
stability with its advantages to both 
capital and labor. The Proctor and 
Gamble Company’s recent announce- 
ment of a guaranty of forty-eight 
weeks’ continuous work to all of its 
employes, is a striking illustration of 
the stability which advertising has 
made possible. 
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Two comparisons showing the econ- 
omies within the method itself are in- 
teresting. Toreachasingle person with 
a letter under second-class postage, 
cost of paper, envelope, labor, ete., to- 
gether with the stamp, amounts to 
three cents. To reach ten million peo- 
ple in this way once a month for a year, 
therefore would cost $3,600,000. For 
about one-eighth of this amount, an 
equal number of families can be reached 
every month for a year with full pages 
in the magazines, and these magazines 
are of a character that are read on the 
average by more than one, and prob- 
ably three persons, ina home. At the 
same time the advertising carried by © 
the magazine is making it possible to 
buy, for instance, for five cents, the 
Saturday Evening Post, which is said to 
cost twenty cents a copy to produce; 
and to buy newspapers for three cents 
which would otherwise cost the reader 
eight or ten cents. 

To leave a pamphlet at every house 
in Cleveland, calling door to door, 
would cost approximately twelve thou- 
sand dollars. For this same amount a 
manufacturer can buy a full page once 
a week for seven weeks in each of the 
two leading newspapers of Cleveland. 


Tar How Anp WHAT IN ADVERTISING 


The work of informing millions of 
prospective customers by means of the 
printed word presents quite different 
problems from that of explaming the 
advantages of an article to a single 
customer face to face in a retail store. 
A. possible sale to millions is at stake. 
Every detail involved becomes a matter 
of genuine importance. This impor- 
tance is further accentuated by the fact 
that the public cannot be informed by 
a single announcement. Understand- 
ing of a commodity and confidence in it 
must be built. An entire program is 
involved. Each successive message’ 
must reiterate the main thought of the 
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message which went before and at the 
same time must add its own contribu- 
tion toward building the full picture of 
the product in the public mind. This 
means, of course, that a very clear 
understanding of all of the conditions 
faced must be arrived at before any of 
the work is begun. A definite objective 
must be set and then each phase of the 
work planned in detail in advance. 

In the solution of this prablem, spe- 
cialization again determines the lines 
along which developments in advertis- 
ing work have taken their course. 

Advertising agencies originally de- 
veloped to sell space in magazines, 
newspapers, farm, and religious papers 
- and to handle the work incidental to 
the use of that space, the forwarding 
of plates, etc. It was inevitable that 
in the effort to make profitable the 
space they sold to the advertiser, the 
agencies should begin to study not only 
the quantity and quality of the circu- 
lation, but the character of these pub- 
lications as it affected the advertiser’s 
problems. The next step naturally was 
the study of the product, the con- 
ditions it had to meet in order to sell, 
its distribution, price, competition; the 
location and extent of its market and 
finally the study of the message itself. 

With a full knowledge of all of these 
factors, so effective did space become 
when used intelligently that insuring 
the proper use of space soon became the 
chief function of the advertising agency 
and the purchase of space a corollary 
in the execution of this work. 

The establishing of the necessary 
facts is not a simple problem. 

What is it that the manufacturer is 
trying to sell? To know this it is nec- 
essary to know not only the article it- 
self and its advantages, but all of the 
articles with which it is to compete; 
their advantages in price, quality, and 
reputation. What are the resistances 
to be overcome in selling the article? 
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Are they due to lack of knowledge, iner- 
tia, habit, price, style? Or does some 
positive feeling on the part of the con- 
sumer égainst the product itself or its 
kind stand in the way? The dealer’s 
profit and attitude must of course be 
known 

To whom is the article sold? 

To what class or classes of the 112,- 
000,000 people is it to be sold? To 
people of what environment and of 
what income? To men or women or 
both? Ifthe woman does not actually 
buy it, is she a factor in its choice? If 
the man does not, is he? 

Where is it sold? Where do the peo- 
ple whe use it live? In what section of 
the country—in cities, small town or on 
the farm? 

In what seasons of the year is it 
sold? Are there any periods of heavier 
sale? 

When these facts are known, then 
comes the important problem—how is 
it to be sold? 

How is the consumer to be interested 
in it? To the consumer the article, 
whatever it may be, is of interest only 
as it may be the means of satisfying 
some need. He is interested not in 
anyone’s product but in his own needs. 
How can his world be penetrated and 
he be shown that the article in question 
is of real interest to him? 

Not to “rationalize,” which Mr. 
James Harvey Robinson describes as 
the giving of plausible reasons when you 
do not know the real reason, but to es- 
tablish the real answers to these ques- 
tions and the many more which arise 
from them, calls for a broad and inten- 
sive study. It requires a thorough 
grasp of the business situation, the get- 
ting of complete evidence with great 
care to insure its being impartial (this 
often means the traveling of many 
states, the interviewing of hundreds of 
dealers and thousands of consumers, 
house to house in many instances), a 
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wide knowledge of markets and how to 
reach them, and then the ability to pre- 
sent the commodity from the point of 
view of the consumer’s needs and inter- 
ests. Then follows the actual writing 
and illustrating of the advertisements 
and the getting them into physical form 
in the shape of engravings and electro- 
types, ready for the publications; the 
negotiations and purchase of space, the 
forwarding of the plates to the publish- 
ers and finally the checking, auditing, 
end billing of the advertisements as 
they appear, and the payment for the 
space. 


QUALIFYING FOR ADVERTISING FIELD 


Years of training and experience are 
recessary to do this work intelligently. 
It covers many highly specialized fields 
af work. 

To qualify for responsible work in 
the better agencies it is necessary to 
have had experience in every phase of 
the work done within the agency, which 
includes six months’ or a year’s actual 
selling’ experience as a member of the 
sales staff of one or more of the agency’s 
clients. The preparation for advertis- 
ing work now takes as much time and 
szudy as the preparation for medicine 
or law. One agency includes on its 
staff one hundred and twelve college 
graduates, five of whom hold degrees as 
doctors of philosophy. 

The term, ‘advertising agency,” 
just as the word, “hotel,” is used with- 
out restriction. Agencies vary, there- 
fore, all the way from individuals with 
little or no training or experience to 
organizations of from three to four hun- 
dred people, comparing favorably in 
personnel with the best of legal or in- 
dustrial organizations. Of the twelve 
hundred listed agencies, probably a 
thousand are individuals doing local 
advertising for the local merchant. It 
is estimated that more than eighty per 
cent of all national advertising (by na- 
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tional is meant advertising other than 
that of local stores) is done by members 
of the American Association of Adver- 
tising Agencies. The Association has 
one hundred and thirty-five members. 


WORK OF THE ASSOCIATION 


The purpose of the Association and 
the reason it was formed are stated best 
in its own constitution: 


To establish a better understanding 
and appreciation on the part of the busi- 
ness and financial world as a whole, of 
the usefulness and proper scope of 
advertising in modern business. 

To establish a full realization of the 
proper and necessary functions of the 
advertising agency and of its beneficial 


relations with advertisers and advertisir’ — 


media. < 

To promote by closer personal contact 
a fuller interchange of ideas, thereby 
obtaining a clearer understanding of the 
problems of our f ae to the end 
that by greater efficiency, we can better 
serve the interests of the public. 

To define and promulgate standards of 
agency recognition by which applicants 
for membership in this Association may 
be fairly and accurately judged as to 
integrity, business experience, advertis- 
ing ability, financial responsibility, and 
agency organization. 

To arrive ata mutual understanding of 
what constitutes standard agency prac- 
tice and to establish a central advisory 
body to aid in bringing the practice of all 
members of this Association up to the 
accepted standard. 

To insure such co-operation as will 
promote excellence of service; to secure 
the benefits of a free discussion on cost 
systems with a view to giving an ever 
increasing quality and quantity of service 
without unduly increasing our cost of 
operation; to bring out into the open full 
and free discussion of trade conditions, 
volume and needs of the trade, and to 
develop, for the benefit of all concerned, 
sound commercial conditions throughout 
the country in the hope that the posses- 
sion of accurate information with respect 
to the conduct of business, and actual 
trade conditions relating thereto, will 
benefit the advertising agency business 
as a whole, benefit business in general 
and the public at large. 
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As a result of the efforts of the Asso- 
ciation together with the co-operation 
of the publishers, very definite savings 
have been effected in both time and 
money in the seven years since the 
Association was formed. By simplify- 
ing and standardizing the necessary 
forms for transacting business between 
the agency and the publisher, a great 
deal of time has been freed for construc- 
tive work that before was taken up in 
unproductive clerical labor. Chief 
among these improvements in forms 
are what are technically known as the 
standard rate card, now used by practi- 
cally all publishers, and the standard 
order blank, now used by the agencies. 
~ -Before the Association took the mat- 
ter up there was such a variety in the 
sizes of both the pages and the columns 
of the various publications that large 
sums had to be expended yearly simply 
to alter the sizes of the advertisements 
to fit these different spaces. Both 
page and column sizes have now been 
generally standardized. The yearly 
saving is estimated at between two and 
three million dollars. By co-operation 
with the county weekly newspapers, 
arrangements have been perfected 
throughout Jarge sections of the coun- 
, try by which mats can be used instead 
of electrotypes, which has resulted in a 
great saving. Greatly improved re- 
sults are being secured by standardiza- 
tion in the use of inks, especially in col- 
or work. 


129 


The perfecting and simplifying of the 
physical and technical sides of the work 
naturally come first. Such progress 
has been made along these lines that 
plans for research, which have been 
under consideration, were adopted at 
the last meeting of the Executive Board 
of the Association, and the work will be 
begun by fall. Quantitative analyses 
of the circulation of practically all pub- 
lications are available in great detail. 
One of the first studies to be taken up 
by the Association in its new program, 
will be qualitative analysis and a study 
to throw more light on the duplication 
of circulation. Surveys of city and 
outside trading areas to secure a further 
knowledge of relative incomes as in- 
dices of markets will be made as soon as 
possible. 

These studies will take months, many 
of them years. It is hoped that they 
will be productive in three ways: first, 
that they will establish some positive 
facts of value; second, that the united 
study of non-competitive problems 
common to the entire industry, the 
time which otherwise each agency sep- 
arately would have to devote to these 
problems will be saved for the study of 
specific problems affecting specific com- 
modities; and third, that work of this 
kind conducted by the Association will 
do something to make more general a 
studious approach to advertising prob- 
lems that can be solved only by inten- 
sive study. 


Statistics in Market Studies 


By PauL T, CHERINGTON 
Director of Research, J. Walter Thompson Company, New York City 


HE United States is not a single 

market. It is, rather, a collection 
of markets which have certain factors 
in common. With 110 million people 
spread over three million square miles 
of territory, the country is the most 
populous area on the planet having no 
customs tariff, or serious commercial 
barriers between its parts. There is 
a common business language, there is a 
uniform currency and a single mone- 
tary system. The states are closely 
knit by transportation facilities and by 
telegraph, telephone, and radio com- 
munication; interstate trade is under 
uniform legal jurisdiction, and the 
state lepal systems have a certain 


degree of similarity. Throughout the 


country, commercial customs are, in 
the main, similar, and there is a fairly 
well unified distributing mechanism in 
every important trade. 


COMPLEXITY oF Facrors IN MARKET 
STUDIES 


But, notwithstanding these common 
factors, the country cannot safely be 
treated as a unit in market studies. 
There are few studies in this field which 
are not obliged to take into account one 
or more of the non-political bases for 
subdivision of population. These are 
as numerous as the whims of human 
impulse, but often they are more pow- 
erful commercial influences than na- 
tionality. The markets for some prod- 
ucts are determined by the economic 
status of the people. Silk underwear, 
for instance, may be ever so much 
desired, but for most people, under 
present circumstances, it is a luxury 
not practical for general use. Other 


markets rest on habits and customs, as 
for example, market preferences for 
brown eggs in Boston and for white 
eggs in New York. Others are de- 
pendent on prejudices, such as those 
which account for the difficulty of 
selling certain cuts of meat. Climatic 
conditions are another factor; mufflers 
and ear tabs sell briskly in New Eng- 
land, and not at all in certain other 
sections of the country. Racial in~ 
fluences are among the strongest 
factors determining markets. ‘The 978 
foreign language newspapers published 
in the United States bear evidence of 
the importance of racial cleavages. 
The composite nature of the population 
is illustrated by this as it is also by the 
more familiar facts that in New York 
City there are more Irish people than 
in Dublin, more Jews than in Jerusa- 
lem, and more Italians than in Rome. 
Over one-tenth of all the Jews in the 
world live in New York City (1,600,000 
out of 14,000,000). The total popula-`y 
tions of Buffalo, San Francisco, and 
Pittsburgh combined about equal this 
racial group in New York City. This 
group is almost as large as the whole 
city of Philadelphia and twice the size 
of Boston or St. Louis. The Italians 
in New York (over 800,000) outnumber 
those in Rome and are served by 1,988 
grocery stores and 204 drug stores— 
more than all the stores of these classes 
in some entire states. Buffalo has 
218,000 Polish people, which is nearly a 
quarter of the population of Warsaw. 
The foreign born population of the 
United States is one-fourth of the 
total and in New York State the for- 
eign born is one half. Over 70 per 
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cent of the population of New York 
City is either foreign born or of foreign 
parentage. 

The United States has about one- 
quarter as great a population as Europe 
in an area approximately equal. The 
chief contrast is that our races are 
mixed together in 49 states, while those 
of Europe are held separate by lan- 
guage and other factors in 41 countries. 

It is seldom that any one of these 
motives determining markets operates 
alone; although it is not uncommon for 
one to stand out conspicuously above 
the others as a controlling influence. 
Moreover, there are none of these 
effective restraints on markets which 
be regarded as permanently oper- 
tive. All market studies are confined 
argely to the present tense. 

The market for snuff gives a concrete 
instance. The output of snuff in this 
country is about 38 million pounds a 
year, and it is increasing. Scottish 
and Norwegian snuffs are sold among 
the peoples descended from those two 
stocks, illustrating racial influences. 
The mountaineers of Kentucky and 
Tennessee still pursue the habits which 
were general a century ago, illustrating 
the influence of established habits. 
Climatic influences also doubtless have 

mething to do with it. But the 
~ present limits of the market may be 

only temporary. The mournful litera- 
ture of a century ago is full of sorrow 
over the spread of the snuff habit 
among women very much as our own 
scolds at the spread of the cigarette 
habit—regarded by many people as 
more harmful and more disgusting 
than snuff-taking. Similarly, the an- 
nual output of plug tobacco, which 
amounts to over a pound for every 
man, woman, and child, is at present 
confined to consumption by a relatively 
small part of the population. It may 
spread to Fifth Avenue and other 
select circles now using other forms of 
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tobacco; but for the present, its market 
is mainly among men who spend most 
of their time out of doors. 

Any form of technical equipment 
such as machine tools offers an ex- 
ample of a product whose market is 
determined by the nature of the article 
and the uses to which it may.be put. 
No great social change is likely to 
affect materially the influences which 
determine the actual or potential 
market for such products, nor do many 
of the other factors determining the 
markets for consumers’ goods. Eco- 
nomic depression may postpone pur- 
chases and competition may cause 
shifts from one specific machine to 
another, but the market remains fairly 
stable and can be measured by almost 
purely quantitative standards. 


Gaueine SALES QUOTAS 


The complexity of the market factors 
and their constant shifting make the 
sale of consumers’ goods peculiarly 
dependent on influences beyond inter- 
nal control. Plant expansion, the 
acceleration or retarding of the rate 
of production, the direction of sales 
pressure, and all the other internal 
adjustments which must be made fol- 
lowing shifts in the market (whether 
those shifts may be natural or induced) 
all require time. A change in a market 
may occur almost overnight which 
necessitates months of work before 
production is adjusted to it. Con- 
versely, changes in conditions of 
production have sometimes produced 
changes in markets which have been 
long in working out. The inter-rela- 
tion between the problems of produc- 
tion and marketing have grown more 
intimate year by year. A relatively 
short time ago almost any manufac- 
turer could sell goods up to the capacity 
of his plant by appealing to any con- 
venient portion of the possible market. 
But. with the growth of plants, in both 
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size and number, the sharpened com- 
petition with other producers of similar 
products, substitutive competition, and 
the increased scattering of response due 
to multiplied pressure, it is no longer 
possible to depend on getting adequate 
results from efforts to reach a market 
without a factual background. 

All modern business enterprises rec- 
ognize this side of the sales problem in 
one form or another as a result of 
competition. Quotas commonly are 
set for the sales force, based not merely 
on the total number of inhabitants, but 
with due regard for the variations in 
habits, or other qualitative factors. 
For many years the National Cash 
' Register Company could base its sale 
quotas on the ratio of 1 to every 400 
inhabitants. But such rough approxi- 
mations no longer suffice in highly 
competitive markets. 

Similarly, advertising plans and the 
corresponding selling operations in- 
volve an increasing use of qualitative 
studies of markets and the means for 
reaching them. A short time ago an 
advertising agency made an analysis 
of the circulation of 44 magazines in a 
western city of about 500,000 inhab- 
itants. By classifying the income 
groups and checking the subscription 
lists by occupations as ascertained 
from local directories, it was possible 

-to get an idea of the subscriptions by 

occupational groups and by approxi- 
mate economic status. The figures 
taus obtained have proved to quite 
closely parallel actual figures for na- 
tional circulations in instances where 
these were available. By such meth- 
ods the qualitative factors in circula- 
tions may be gauged in buying maga- 
zine advertising space. 

There is scarcely an advertising 
campaign, or a selling plan of first 
magnitude now operating, which has 
not back of it at some stage a study 
of the market to determine not only the 
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number of actual or potential cus- 
tomers, but to get as good an idea as is 
possible of who they are, what their 
economic status is, what their buying 
habits and practices are, and what 
control their purchases of the goods to 
besold. When advertising is involved, 
these data are supplemented by studies 
of the means of putting before these 
people in the most effective way those 
ideas about the merchandise best 
designed to convince them of the 
merits of the merchandise and its 
adaptability to their use. In this way, 
not only has advertising become an 
activity far more constructive than 
mere “puffing,” but the whole process 
of marketing with which it is allied h 
been freed from many wasteful ele 
ments of chance. 






METHODS OF INVESTIGATION 


The technique for conducting such 
inquiries has been assuming more 
definite form from year to year. Some 
generalizations about working methods 
now in use are now possible when the 
activities of some of the leaders in 
this field are examined. 

The investigations which are con- 
ducted by advertising organizations 
for the purpose of collecting data on 
which to base advertising plans fall 
into two main classes: 

(1) Those which are designed to 

produce simple facts. 

(2) Those which are designed to 
yield collections of opintons 
or judgments of considerable 
numbers of people. 

Generally speaking, the first type can 
be cast in the form of questions calling 
for categorical answers. The second, 
in contrast, involve more or less com- 
plex or qualified answers based on 
human views or reactions. ‘These 
two types of inquiry merge into each_ 
other and they may even be carried . 
on side by side; but in discussing them 
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there is an advantage in keeping clear 
the underlying distinction between 
them. In the first type, the emphasis 
is mainly on the quantitative aspects 
of the investigation. If, for example, 
a given food product were under in- 
vestigation, one of the first points to 
establish is how many people there 
are who either do, or can, use the 
\product; and not until some conception 
f this mathematical fact is in hand, is 
il feasible to evaluate properly the 
pplementary data reflecting the more 
etailed opinions or judgments which 
the result of habits or other quali- 
i factors. 
| For investigations in quest of factual 
data, the procedure is in the main 
comparatively simple and direct. In 
determining the field for investigation, 
the problem is largely one of numbers; 
the questionnaires designed to bring 
out data from the field once selected 
ordinarily are simple and short, asking 
for straight categorical affirmative or 
negative answers; the actual gathering 
of these data also is relatively simple, 
the factors involved being mainly 
those concerned with securing a large 
number of answers cheaply, quickly, 
- and impersonally; and the final tab- 
ulation of the material after it has 
been collected usually is equally direct 
and free from serious complications. 

The second type of investigation, 
covering opinions and judgments on 
which decisions about consumer pur- 
chases may be based, involves much 
greater complexity in each of the four 
essential steps. 

In the first step, determining the 
field for «investigation, great care is 
necessary in the selection of repre- 
sentative sample groups. To a certain 
extent, it is possible to make good use 
of existing selections. For example, 
. the subscription lists of magazines 
often present the result of a process 
of natural selection which has been 
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going on over a period of years, so 
that by taking into consideration the 
character of the magazine it sometimes 
is possible to get a fairly well-chosen 
sample group. Similarly, there is a 
certain amount of selection repre- 
sented by some types of previous pur- 
chase. Owners of high-priced auto- 
mobiles, for instance, may be assumed 
to be a reasonably well-selected group 
for other high-priced purchases. . 

In addition to existing classifications, 
however, it is necessary, when much 
work is conducted by field investiga- 
tions, to develop arbitrary, new classi- 
fications of sources which may be 
carried over from one investigation to 
another without too great modification. 
The grouping of population by incomes, 
by occupations, by economic strata, or 
by other standards, serve a useful 
purpose. One organization, to use a 
concrete illustration, has found it 
desirable to set up arbitrary classifi- 
cations of families to be followed by 
its investigators working on house 
to house inquiries. This classification 
which sounds general and descriptive. 
but works satisfactorily in practice, 
is as follows: 


Class A. Homes of substantial wealth 
above the average in culture 
that have at least one servant. 
The essential point, however, in 
this class is that the persons 
interviewed shall be people of 
intelligence and discrimination. 

Class B. Comfortable middle class homes, 
personally directed by intelli- 
gent women. 

Class C. Industrial homes of skilled me- 
chanics, mill operators, or petty 
trades people (no servants). 

Class D. Homes of unskilled laborers or in 
foreign districts where it is 
difficult for American ways to 
penetrate. 


Again, when the distributing mecha- 
nism is the subject for investigation, 
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it may be necessary not only to work 
out classifications by trades and by 
types of business such as wholesalers 
and retailers, but also to set up stand- 
ards of classification within these 
groups. The following descriptive 
classification of retail stores has served 
a useful purpose in helping investi- 
gators to appraise data collected in 
field investigations: 


Class A. Stores of manifest excellence in 
their respective lines, giving 
courteous and intelligent service 
and catering for the most part 
to a discriminating clientele. 
The volume of business done is 
of minor importance. 

Class B. Efficiently managed stores cater- 
ing to a clientele the majority 
of whom are people of moderate 
means and at least ordinary 
intelligence. 

Class C. Slip-shod stores doing business for 
the most part with aslip-shod 
people. The clerks in these 
stores frequently are limited in 
outlook and except on a ques- 
tion of distribution are not as a 
rule worth interviewing. 

Class D. Not necessarily inferior to Class B 
and Class C, but of a different 
type. Class D stores are found 
in foreign districts where it is 
difficult for American ways to 
penetrate. Unless the investi- 
gator has trustworthy knowl- 
edge of the language spoken in 
the district and of the local 
customs of the community 
group, he should be wary of 
visiting these stores, as he is 
more than likely to be entirely 
misled by appearances and 
arrive at unwarranted con- 
clusions. 


In the second step, the preparation 
of questionnaires, this more complicated 
type of investigation calls for careful 
planning. This involves not only care 
in the selecting of strategic facts, but 
also in the formulation of the questions 


so as to secure the truthful answers} 
with a minimum of distortion due tol 
self-consciousness on the part of ‘those 
answering them. At the same time, | 
it is necessary so to plan the question- , 
naires as to keep the way open for 
obtaining any unusual reactions, thus 
avoiding deadening or deceptive stand- 
ardization. 

In the third step, the collection of / 
data, for this type of inquiry, the work- 
ing methods need to be caref 
chosen in order to insure securi 
enough material to make the resul 
representative without collecting more 
than is necessary for insuring accuracy i 
Personal visits to those whose reactions. 
are sought are the most thorough, and 
in many respects the best method of 
procedure; but this method is costly, 
slow, and under ordinary circumstances 
yields relatively small number of data. 
The facts thus gathered also have the 
disadvantage of being constantly in 
danger of modification by the personal 
reactions of investigators. Mail in- 
quiries will yield reactions from large 
numbers and are thoroughly imper- 
sonal; in fact their impersonal character 
is one of their chief drawbacks. Com- 
binations of these two methods, or 
perhaps combinations of these with J 
still other methods of investigation, ‘ 
make it possible to get enough reactions 
to be representative, and at the same 
time to insure responses which are 
significant. 

In the fourth step, the tabulation of 
data, once obtained, this more com- 
plicated type of investigation makes it 
impossible to set hard and fast rules 
which are uniformly applicable. In 
brief, it may be said that it is necessary 
to conduct the work of tabulation in 
such a way as to insure accuracy while 
at the same time preserving such per- 
sonal or individual qualities as are ° 
likely to be useful in interpreting 
results. 


STATISTICS IN MARKET STUDIES 


These concrete illustrations of work- 
ing method serve to give point to the 
statement previously made that the 
studies of markets which have become 
an integral part of marketing plans 
have raised modern sales operations 
to a new level of certainty and definite- 
ness. Statistical methods as applied 
to marketing need the refinements 
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that can come only from practice; 
but a long step was taken when the 
need for statistical facts was recog- 
nized. Sound practice in this difficult 
statistical field cannot be expected 
to become general instantly, but the 
task is being undertaken with serious- 
ness and with a clear recognition of 
sound statistical principles. 


Modern Distribution Demands upon the 
Chamber of Commerce 


By Jorns H. BARNES 
Formerly President of the United States Chamber of Commerce 


N order that this topic may be de- 
veloped in a logical manner and 
reach a clear and definite conclusion, 
it is neccessary to set forth roughly the 
various stages in the march of distribu- 
tion so that the origin of its demands 
upon chambers of commerce may be 
understood. 

Whether it be assumed that distribu- 
tion is the servant or the master of 
transportation does not matter, since 
each hand washes the other and neither 
of them is conceivable without the 
other. Hence, as the porter was suc- 
ceeded by the pack-horse, as the pack- 
horse was succeeded by the Conestoga 
wagon, and as the Conestoga wagon 
was succeeded by the railway, we find 
plainly marked steps in the develop- 
ment of distribution. 


GRADUAL DEVELOPMENT OF CHAM- 
BERS OF COMMERCE 


The porter needed not even a trail 
although a trail would have helped 
him; the pack-horse needed only a 
trail although a good road would have 
helped him; and the Conestoga wagon 
could and did negotiate the poorest 
kinds of roads and unbridged streams 
although a paved highway and bridges 
would have been an advantage. Un- 
til the introduction of railways, the 
distribution of commodities in the Uni- 
ted States was largely a series of hap- 
hazard events and no intelligent study 
of distribution or its demands was prac- 
ticable or even possible. 

It is inconceivable that there sball 
be any distribution without some ele- 
ment of transportion, since distribution 


is neither more nor less than the trans- 
fer of commodities from one ownership 
to another and the development of so- 
ciety has been preceded by and accom- 
panied necessarily by more compli- 
cated methods of distribution, which 
are associated with more effective and 
economical means for conveying com- 
modities from one place to another. _ 
Any permanent social development 
presupposes the concentration of the 
population into smaller areas, and as 
this process continues the family hut 
becomes a collection of huts called a 
village and the village becomes a city. 
With this centripetal tendency came 
the need for bringing supplies from 
greater distances. With the family 
hut as the center of activities, journeys 
seldom are necessary except for hunting; 
with the village the plantation may be 
somewhat removed, but it is sufficient 
unto itself and the problem of distribu- 
tion as we know it has no existence; 
but a city cannot be maintained with- 
out bringing supplies from considerable 
distances and for this purpose distribu- 
tors are needed. 

Here we arrive at an aphorism which 
it is well to remember: The greater the 
distance, the greater the number of dis- 
Sributors. 

In cities of ancient times the desire 
“or luxuries had not been much devel- 
oped. Rare, exotic products such as 
silks or jewels, although used by only a 
few of the most powerful or wealthiest, 
probably were the first cause of any 
great development in distribution.. 
Food of perishable character or of a 
considerable rarity was unprocurable 
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except by impracticable methods be- 
cause the means of transportetion were 
primitive, and even the existence of 
what was produced in other countries 
was unknown generally to fcreigners. 
Probably the first aggregations of 
merchants are to be found in the “ mar- 
ket days,” which survive now among 
savage races and which grew into such 
great assemblages as the fairs of Nizhni 
Novgorod and Leipsic. To these 
fairs producers carried their goods over 
long distances, and merchants traveled 
long distances in order to purchase for 
re-sale. Unquestionably the demands 
for transportation led to the develop- 
ment of better transportation facili- 
ies. Horses and mules were stationed 
for hire along traveled routes. Wagons 
of comparatively large capacity were 
moved on a rough schedule, and all of 
this presupposed the need for organi- 
zation. In the concentration of goods 
in market places and fairs some shelter 
became desirable, and these shelters 
were erected sometimes by the citizens 
of the community, but often by the 
visiting merchants; and as organization 
begets organization these merchants 
found other reasons for co-operation, 
including, of course, mutual protec- 
tion. 


order to prevent destructive competi- 
tion, but this brought its own pun- 
ishment through the invitation to 
competition by other places, and an 
investigation of price relationships 
and fluctuations in barbarous lands 
very likely would show no more seri- 
ous dislocations than in the markets 
of the United States. 

Any organization of local merchants 
and producers is a chamber of com- 
merce in embryo, and contains the seed 
of such organizations as we are famil- 
iar with. It will work toward better 
roads, toward the lighting of streets, 
toward the safety of life and property, 


Undoubtedly there was an. 
` early tendency to agree upon prices in 
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toward the building of hotels, and to- 
ward better government. These rep- 
resent primitive needs as well as the 
needs of the most enlightened and com- 
plicated communities. 

Any improvement in a city or in the 
means for reaching it is an inducement 
to people to go there, and the greater 
the number who go there the greater 
the opportunity of the commercial 
classes to conduct a profitable busi- 
ness. A chamber of commerce is com- 
posed of its commercial classes as well 
as of other citizens who are interested 
in the development of a community. 
Its character is a true reflection of its 
membership, since its membership is 
dominant and has the power to enforce 
its reasonable decrees. If the member- 
ship is ambitious the chamber of com- 
merce will be active in giving effect to 
the aspirations of its membership. 


VARIETY of DEMANDS 


An almost infinite variety of demands 
upon a chamber of commerce may be 
exerted by its members engaged in dis- 
tribution, most of which will react as 
benefits to the community at large and 
the most important of which can be 
traced to “attempts at improving re- 
lations between distributors and their 
cuştomers.” Even when applied to 
the largest cities this phrase is not in- 
appropriate, but its most intense sig- 
nificance is found in towns and cities 
of small and moderate size where we 
find the mutual dependence of retail 
buyers and sellers of extraordinary im- 
portance. 

This fact is being recognized with 
increasing understanding and is mani- 
fested in the closer relations between 
farm bureaus and chambers of com- 
merce as the need is disclosed for tying 
the surrounding population to its 
nearest central market, both to sell its 
produce and to supply not only its or- 
dinary requirements for groceries, cloth- 
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ing or house furnishings, but for such 
entertainment as moving pictures, con- 
certs, and lectures. This demand of 
chambers of commerce by distribution 
is mentioned first because it is an aspect 
which has been neglected in a large 
measure, but which now is a subject of 
general interest. 

There are many ways in which this 
aroused interest is shown, and one of 
the best is ready at hand; it is known 
as “The Neosho Plan,” because it 
originated in a town of that name in 
the state of Missouri. Designed orig- 
inally to induce the farming commu- 
nity to come to town for its purchases, 
it has resulted in raising the standards 
of merchandising practice, of improv- 
ing the character of the advertising and 
of inducing many improvements of a 
physical nature which have in them- 
selves strengthened the ties between 
the merchants and their customers. 
The old idea of a chamber of commerce 
as a handshaking organization, in- 
tended principally for “boosting” and 
for increasing the population of its com- 
munity, has given place to the practi- 
cal and practicable purpose of making 
the community better, both for those 
who live in it as well as for those 
who do not live in it, but who should 
be taught to rely upon it for certain 
services. 

No two towns or cities resemble each 
other precisely, and at the extreme 
ends of the scale they differ profound- 
ly. Because of this the reasonable dis- 
tribution demands of one chamber of 
commerce will be quite different from 
those in another place of the same size. 
In these days when farmers have suf- 
fered so much from the fall in values fol- 
lowing the high war prices, chambers 
of commerce have found a new form of 
activity in the advancement of funds 
to reliable farmers for the improvement 
of their live stock or to facilitate a 
greater diversity in their crops. Evi- 


THB ANNALS OF THE AMERICAN ACADEMY 


dently, assistance of this kind might 
not be at all appropriate to a town or 
city of the same size located in a dis- 
trict given up to coal mining, but it ex- 
presses a principle which can be ap- 
plied to any district no matter what 
industry may be predominant. 

An objection may be felt that this 
form of activity is not due to a distribu- 
tion demand upon a chamber of com- 
merce, but it is unqualifiedly due to 
that force. : We have seen many recent 
instances and arguments that a nation 
or a community can buy when they 
cannot sell. But in the last analysis 
it should be evident to the lowest form 
of intelligence that a farmer who has no 


product which he can sell for mone’ _ 
will have no money with which to buy `! 


the commodities which merchants have 
for sale to him. It is the chamber of 
commerce acting for its commercial 
members which may exert the greatest 
influence and perform the greatest serv- 
ice in meeting these demands. 


Urxoitpinae Hier STANDARDS 


Space is lacking in an article of this 
kind even to mention many of the de- 
mands which chambers of commerce 
must fulfill for its distributive mem- 
bers; but there is a class of almost su- 
preme importance, since it embraces 
those elements known as the ethics of 
business, or, in common speech, hon- 
esty, truthfulness, fair dealing. Many 
agencies are at work on these subjects, 
but the time has arrived or will arrive 
very soon when chambers of commerce 
must be regarded as the best medium 
for upholding and enforcing through 
the demands of a majority of its 
members the highest standards of busi- 
ness practice. Many merchants, and 
amongst them some of the greatest mer- 
chants of the United States, are united 
in condemning all forms of misrepre- 
sentation, and the effect of this is grow- 
ing. But the frequent mtroduction of 
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bills in Congress and of city ordinances 
proposed for the purpose of preventing 
it proves that the canker-worm of un- 
fair competition still may be found 
burrowing into the vitals of our com- 
mercial life. 

Unfair competition takes so many 
forms that it would be difficult to de- 
scribe all of them, but they divide 
themselves roughly into two classes: 

(a.) Those indulged in by resident 
merchants. 

(b.) Those practiced by transient 
merchants. 

Tn class (a) are to be found principal- 
ly such offenses as untruthful advertis- 
ing and the misrepresentaticn of mer- 
chandise, while in class (b) not only are 
the conditions of class (a) duplicated 
but almost any sort of rascality may be 
discovered. I need mention only a few 
like “fake auctions, ” the sales of goods 
by house-to-house canvassers on which 
a part payment is collected and the 
goods never delivered or an inferior 
quality substituted. Although at- 
tempts have been made to regulate un- 
fair competition by state legislation, 
this plan has not been successful very 
widely because of the too drastic char- 
acter of many of the measures which 
have been enacted. In the records of 


litigation many of the decisicns declar- 


ing these laws unconstitutional state 
that their purpose is to prevent even 
fair competition when carried on by 
non-residents of the particular commu- 
nity involved. 

A time will come, and it may not be 
very distant, when suitable legislative 
measures will be designed to check un- 
fair competition, but in the meantime 
it creates a demand upon chambers of 
commerce by their members for some 
form of activity which will check, if not 
entirely destroy, the methods end prac- 
tices of which honest merchants com- 
plain justly. We must not forget that 
the movement known as the “Better 
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Business Bureau” has shown the way 
to cause at least a modification of the 
more flagrant offenses; and a persistent 
attack by a chamber of commerce com- 
mittee, reinforced by good legal advice, 
will induce a strong and immediate 
tendency toward not only the discour- 
agement of unfair practices but the en- 
couragement toward higher ethical 
standards. 

In periods of prosperity the study of 
wasteful methods is likely to be for- 
gotten or neglected in the struggle to 
do more business. It seems to be easier 
to sell larger quantities of merchandise 
than it is to discover less costly meth- 
ods of doing business. Evidently the 
profit may be the same when a less 
quantity of goods is sold with less costs 
of selling them as compared with the 
sale of a larger quantity at a higher cost 
of distribution. Much of this waste is 
due to a lack of co-operation among 
business men. Although the local de- 
liveries of merchandise do not represent 
a very large percentage in the costs of 
doing business, even when each mer- 
chant performs his own deliveries, 
there is an evident waste when three or 
four wagons make deliveries to the 
same retail customer, and through the 
chamber of commerce there is pre- 
sented a means for arousing the co-op- 
erative spirit of the members by a 
study of the possibilities for economy in 
some form of centralized operation of 
delivery. 

Another form of co-operative effort 
which is appropriate to the work of 
chambers of commerce is found in a 
sensible arrangement of business hours, 
holidays, and vacations, in order that 
the public may be served conveniently 
and economically; that the health and 
recreation of employes may receive 
just consideration; and that employers 
shall not suffer from onerous and un- 
necessary conditions. Excessively long 
business hours and inadequate vaca- 
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tions often are the result of an exagger- 
ated state of competition. This yields 
most readily to an enlightened compre- 
hension of its folly. Small communi- 
ties are not affected so seriously as those 


of larger growth where the multiplying ' 


use of automobiles and the increasing 
density of traffic in retail districts has 
introduced new complications related 
closely to the question of business 
hours. Here is disclosed plainly a de- 
mand of distribution on chambers of 
commerce which cannot be supplied so 
effectively by any other organization. 


COMPLEXITY OF PROBLEMS 


As villages grow into towns and 
towns grow into cities, the problems of 
chambers of commerce increase in com- 
plexity. Whereas in a small place, all 
of the merchants taken together do rot 
exceed 25 or 30, there is no reason or 
opportunity for grouping; but when 
these 25 or 80 become 250 or 300 there 
is a natural tendency for a separation 
more or less definite between the re- 
tailers and the wholesalers, and when 
the city is a center of production the 
manufacturers also have their prob- 
lems. Usually the demand upon the 
chamber of commerce is manifested 
first in a retail section which is not op- 
posed in any way to the interests of the 
other members of a chamber of com- 
merce, but is formed merely for the 
purpose of giving intelligent study to 
the retailing problems of the member- 
ship. There has been some tendency 
to regard the organization of retail bu- 
reaus or sections as something in the 
nature of a “split,” 
stances more reasonable counsel has 
prevailed and the retail bureaus have 
performed a real service within the 
chamber of commerce quite as much 
for the benefit of the whole body as ior 
the retailers themselves. 

As competition between localities 
becomes more intense through the wid- 


but in most in- 
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ening spheres of their influence and 
the improvement of communications 
through automobiles and better roads, 
the pressure is manifested by such ef- 
forts as “Buy at Home” campaigns. 
These are justified on many grounds, 
not necessarily because people should 
buy at home under all circumstances 
but because a well-conducted campaign, 
either for exploiting the “buy at home” 
idea, or to arouse interest during a dull 
season, or to stimulate the competitive 
instinct in merchants to improve their 
window dressing, or the arrangement 
of their stores, presupposes a wide- 
awake community which is alive to the 
need for enterprise and push in the 


management of its community affairs:@&, 


Chambers of commerce are the nuclei ` 


and the machinery of such activities 
and they constitute one of the great 
demands upon commercial bodies, the 
activity of which is indicated by the 
success with which it carries the mes- 
sage of its members. 


POSSIBLE STATISTICAL WORK 


So much information is needed by 
distributors in these days of fluctuating 
prices and intense competition that it 


is somewhat hard to decide what rela- ' 


tion the chamber of commerce bears to 
this subject or how far it may be ex- 
pected reasonably to go in the collec- 


tion of statistics for its members. Re- 


tail prices are fairly well collected by 
the Bureau of Labor Statistics in Wash- 
ington; wholesale prices are procurable 
through the trade papers and the trade 
information contained in the great 
daily papers. The collection of figures 
on the quantities produced, on hand 
and sold of various commodities peri- 
odically, is still in an immature state. 
Since it is not practicable for chambers 
of commerce to. collect these figures, 


they need here no further mention, im- 


portant as they are. 
There is another class of figures 
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which has been neglected quite gener- 
ally by public bodies although some 
private efforts have been made to col- 
lect the facts. 

I refer to a census of distributors 
which will state the number of estab- 
lishments from which any given class 
of commodities are distributed, both 
retail and wholesale. In the United 
States there are perhaps a very few in- 
stances where the number of groceries 
in a certain city is known, but for the 
greater part of the country we are pro- 
foundly ignorant as to the number of 
groceries or drug stores, or hardware 
stores, or indeed any kind of stores 
where merchandise is sold at retail. 


sWe do not know how many chain 


stores there are in any branch of trade, 
yet all of these facts are of importance 
not only to the distributors in a city 
but to the consuming population itself. 
If every chamber of commerce in 
the United States would undertake an 
enumeration of distributors the value 
of this service for its distributive 
members would be difficult to exagger- 
ate. It can be done only through some 
such organized effort or through one of 
the government departments, presum- 
ably the Census Bureau; but the Cen- 
sus Bureau can undertake it only by an 
-act of Congress carrying an apprapria- 
tion, and the results would be unavail- 
able for several years after the Congres- 
sional authorization had been granted. 
The condition of retail trade is an- 
other form of distribution statistics 
much needed by all business men which 
could be collected most conveniently by 
chambers of commerce. A beginning 
has been made by the Federal Reserve 
Board, but it is too limited in scope and 
does not include many of the areas which 
are required to complete the picture. 
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As distribution has developed and 
more particularly during very recent 
years, a demand has grown for the bet- 
ter education of sales-people, especially 
in a knowledge of the merchandise with 
which they deal. This began through 
the well-known “demonstrations” of 
manufacturers to acquaint the public 
with the merits of the commodities 
which they produce, but it resulted in- 
evitably in giving much needed in- 
struction to the sales-people employed 
in the stores which sell the goods. On 
the principle that “‘the consciousness 
of ignorance is the beginning of knowl- 
edge,” a demand manifested itself for 
further instruction until now, well-con- 
sidered and effective courses are con- 
ducted in many cities and towns 
throughout the country and very 
largely through the medium of cham- 
bers of commerce. Many state uni- 
versities provide the courses as well as 
the instructor, and are performing a 
great service which, however, cannot — 
reach its maximum without the active 
encouragement and practical assistance 
of local merchants working through 
their organizations. 

Although in the foregoing examples 
of the demands by distribution of 
chambers of commerce there is no at- 
tempt at completeness, they are illus- 
trative of the wide range of subjects 
which these demands embrace and 
show clearly the importance which 
should be attached to the fundamental 
purpose of a chamber of commerce. 
The application of its singular power 
for uniting its members in the study 
and accomplishment of the highest 
commercial aims not only for their 
direct individual advantage but ulti- 
mately and inevitably for the up- 
building of the whole community. 


Business Forecasting and Its Relation to Modern Selling 


By Roam W. BABSON 
The Babson Statistical Organization 


HE sales manager who lasts is one 

who is primarily a business man 
and secondarily a sales manager. This 
will be especially true in the years 
ahead when growing competition will 
weed out incompetence in every field. 
Almost anything passes muster during a 
generation of rising prices, but only the 
best can survive a generation of falling 
prices. There is no future for the “‘pri- 
ma donna” type of sales manager, who 
knows nothing, and cares less, about 
credit, collection, production, profit or 
any other phase of the business as long 
as he can make sales look big. Many 
organizations have recently learned the 
costly lesson that it is better to take a 
business man and make a sales manager 
of him rather than take a “sales mana- 
ger” and attempt to make a business 
man of him. 

Therefore, in this discussion of the 
reporting and forecasting services, 
though I have especially in mind the 
reader who is interested in the distribu- 
ting end of the business, I am not going 
to treat him as a ni. zow specialist but 
rather as an all-round business man. 
There is one, and only one, way to 
build up sales profitably and perma- 
nently—and that way is to co-ordinate 
sales with credit, collections, commod- 
ities, labor, profits, dividends and 
everything else upon which the success 
of an enterprise depends. 

The economic “services” can be 
divided into two groups: (1) the re- 
porting services, which specialize in 
collecting facts and figures; (2) the fore- 
casting services, which specialize in in- 
terpreting the information. ‘These two 
types of service are not entirely distinct. 
Some of the collecting or reporting serv- 


ices discuss their statistics, and some of 
the forecasting services do field work 
or compilation of original data. The 
boundaries between the two groups are 
not hard and fast, and the suggested 
classification is merely for convenience 
in reviewing the work which these vari- 
ous services are performing. 


Tas Rerortine SERVICES 


Among the pioneers in this field were 
the great mercantile or credit reportirig> 
agencies, Dun and Bradstreet. These 
organizations are best known by their 
books of ratings and their special re- 
ports on concerns and individuals 
seeking credit. Each of these organi- 
zations, however, publishes a useful 
magazine that contains statistics on 
business failures and other commercial 
and financial information. There are 
other credit rating companies; and 
important activities in the interchange 
of credit information have been de- 
veloped by the National Association: 
of Credit Men. 

Besides the rating of business con~ 
cerns there has been developed the 
rating of securities, together with pub- 
lication of statistics on the issuing 
companies. Poor’s ratings of stocks 
and bonds are a good example of such 
service; the founder of the Poor organ- 
ization was among the earliest of all 
workers in the field,—in fact, has been 
called the father of business statistics. 
Moody’s ratings have also come into 
widespread use. One of the most com- 
prehensive and long established serv- 
ices is that published on cards by the 
Standard Statistics Bureau giving in- 
formation on a large list of stocks and 
bonds. 
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In the industrial and commercial 
field, an interesting service is that con- 
‘ducted by the E. W. Dodge Company, 
which supplies information on specific 
projects in building and construction. 
The Canadian building field is ably 
covered by the MacLean reports. The 
Motor List Company provides a very 
complete service on registrations of 
automobiles. Other mailing list and 
directory companies, such as Boyd’s, 
and Buckley and Dement, are render- 
ing valuable service. 

In recent years there has been a 
marked tendency among the trade 
journals to expand their statistical ma- 

terial and also to discuss the trends of 
evr: tin stocks, and prices. Publi- 
cations such as Automotive Industries, 
the American Contractor, The Jeweler’s 
Circular, the McGraw Hill group, 
and other representatives of the trade 
press are giving their readers a wealth 
of economic as well as technical infor- 
mation. The stronger publications are 
making every effort to keep their 
editorial activities untrammeled by 
advertising considerations, though this 
phase of trade Journalism will always 
remain a problem. 
This same problem of serving both 


X the reader and the advertiser is also 


‘encountered by the general business 
publications and by the newspapers. 
Nevertheless, high editorial standards 
are reached by magazines such as the 
Commercial and Financial Chronicle, 
the New York Journal of Commerce, 
System Magazine, Printer’s Ink, etc. 

There has been a remarkable increase 
both in the quantity and quality of 
business information published in the 
newspapers. A real service is available 
in the pages of such papers as the Bos- 
ton Transcript, the Chicago News, the 
New York Times, and others. 

Some of the most useful publications 
are the yearbooks. A good example is 
the Directory of Newspapers and Period- 
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icals, compiled by the N. W. Ayer Com- 
pany. Another excellent publication 
is Rand McNally’s Bankers Directory, 
issued every six months; this is becom- 
ing of great service because of the edi- 
torial policy of enlarging the scope of 
the statistical material. 

One of the most striking develop- 
ments of recent years is the work of 
the National Retail Hardware Associa- 
tion, The National Retail Jewelers 
Association, The Newsprint Service 
Bureau, The American Railway Asso- 
ciation, The Life Insurance Sales Re- 
search Bureau, The National Associa- 
tion of Purchasing Agents, Canadian 
Bankers Association, National Lumber 
Manufacturers Association and other 
organizations. It is deplorable that 
the development of statistical research 
by the associations, in the main an ac- 
tivity of the utmost value to the whole 
nation, has been impeded by fear of 
persecution at the hands of narrow- 
minded and short-sighted politicians, 
whose malignity is matched only by 
their stupidity. 

On the other hand, in sharp con- 
trast to the attitude of some politi- 
cians, who regard business as Mexicans 
do the bull, we have the splendid work 
of the Department of Commerce. Un- 
der Secretary Hoover, this Department 
has issued a Survey of Business and 
other publications, which fully merit 
the title of business services. Excel- 
lent work along this same line is also 
carried on by the Federal Reserve 
Board, the Department of Labor, and 
other departments. New York, Massa- 
chusetts and a growing list of other 
states are also furnishing economic 
data of considerable importance. In 
Canada, the Dominion Bureau of Sta- 
tistics under the leadership of Dr. R. H. 
Coats is collecting valuable information 
for the business man. 

Among the chambers of commerce, 
several of the most intelligent of these 
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organizations are collecting and dis- 
seminating real information on local 
conditions. In the old days, the typi- 
cal chamber of commerce or board of 
trade conceived it their duty to broad- 
cast optimistic reports and suppress 
any item of an unfavorable nature. 
Their motto appeared to be: “Brush 
up the good news and hush up the 
bad.” The better organizations, how- 
ever, have been quick to perceive that 
the only way to make their word carry 
weight is to publish the truth continu- 
ously through good times and bad. 
They have learned the lesson of real 
service both to their membership and 
to business at large. In this they 
were led by the publication of the 
United States Chamber of Commerce 
known as The Nation’s Business. 

Included in the list of contributors 
to business information, there are the 
banks. Some of them have made the 
natural mistake of attempting to dis- 
cuss business conditions throughout 
the entire globe and there has been 
much needless duplication. The banks 
which are most successful in putting 
out material of real value are those 
which specialize on the localities and 
industries with which they are actu- 
ally in contact. 

Several of the colleges which have 
courses in business administration are 
collecting and publishing data on busi- 
ness conditions. The simple, sound, 
and eminently practical studies of the 
Harvard Business School, for example, 
or Northwestern University, deserve 
the highest credit. Excellent work is 
also being accomplished by such insti- 
tutions as Carnegie Institute, Cornell 
and the state universities of North 
Carolina, Nebraska, Indiana, Idaho, 
Iilmois, and Washington. The type 
of research which many of the colleges 
are performing has a brilliant future. 

One of the latest, and in some ways 
the most interesting, sources of busi- 
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ness information is the radio broadcast- 
ing station. Starting in a simple way 
with some brief reports on weather, 
crops, and markets, this activity has 
gradually been developed until the 
business man can now get a surpris- 
ingly comprehensive service from the 
air. With the future perfecting of ap- 
paratus and assigning of wave lengths, 
the broadcasting of business reports 
has immense possibilities. 

The radio industry is in strong hands 
and is being administered by keen in- 
tellects. Those responsible for its de- 
velopment can undoubtedly be de- 
pended upon to build upon a broad 
foundation as the automobile industry 
has done. The automobile started cand 
as a vehicle of entertainment. In fact,- 
passenger cars were originally described 
as “pleasure” cars. It was foreseen, 
however, that in order to secure maxi- 
mum stability for the industry and 
make it play its full rôle in society, the 
public must be educated to the automo- 
bile as an essential as well as a luxury. 
In the same way the leaders in the 
radio industry will more and more 
realize the importance of arranging, 
their programs to provide not only a 
bit of jazz for tonight’s diversion but . 
also a definite help on tomorrow’s job. ; 
It seems probable, therefore, that busi- ' 
ness broadcasting is due for continued 
expansion. 


THe FORECASTING SERVICES 
It should be emphasized again that 


the splitting of business services into 
the two groups (reporting and fore- 
casting) is for purposes of description 
rather than scientific classification. In 
other words, the reporting services may 
forecast, and the forecasting services 
may report; nevertheless, most of them 
have a bent in one direction or the 
other. Those now under considera- _ 
tion are distinctly identified with 
forecasting, not only in the public mind 
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but in the predominant character of 
their publications. 

These forecasting services can be ar- 
ranged in three groups, as follows: 

(1) Services that emphasize some 


form of the lag theory. 

(2) Services that emphasize the 
area theory. 

(3) Services that emphasize other 
theories. 


The lag theory is based on the obser- 
vation that certain factors rise early at 
a time of business expansion; other fac- 
tors rise at a later stage of the period; 
while still other factors with a pro- 
nounced “lag” may not rise until the 
close of the period. A similar sequence 
or difference in phase characterizes a 
period of business depression. 

A simple illustration of this theory 
is the behavior of the stock market. 
Many times in the past an upward 
movement in business has been fore- 
shadowed several months in advance 
by a rise in stocks; and the market has 
often anticipated a downward turn in 
business, by a considerable interval. 

It is obvious that this tendency of 
different factors to lead or to lag is a 
phenomenon of great practical impor- 
tance and that it should serve as a very 
useful guide in forecasting. The theory 
has been given profound and prolonged 
study; and when carefully interpreted 
and applied it has led to some most 
serviceable results. 


DEVELOPMENT OF Laa THEORY 


One of the pioneers in the develop- 
ment of the lag theory is the Brook- 
mire Economic Service. Without 
attempting refinements of description, 
it may be noted briefly that the Brook- 
mire organization originally developed 
several indices such as: (1) a measure- 
ment of the monetary and credit trend; 
(2) a measurement of the trend of the 
security markets; (83) a measurement 
of the trend of business. 
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It is well established that easy money 
and abundant credit are one of the 
causes of and the prelude to rising 
stocks. In other words, available 
credit tends to be employed first in the 
stock market. As expansion proceeds, 
funds are withdrawn from stocks with 
resulting decline of their prices, and 
put mto business, which in turn ex- 
pands. Hence, to state the proposi- 
tion crudely: monetary conditions an- 
ticipate stock market conditions; and 
stock market conditions anticipate 
business conditions. 

In actual practice, of course, the 
theory cannot be applied in this naive 
form. Anyone who attempted to 
glance at the quotations for money and 
stocks, and thereupon forecast the fu- 
ture of business, would almost surely 
come to grief. An organization such 
as Brookmire has explored the field of 
money rates with a thoroughness 
that is almost incomprehensible to 
those not acquainted with this type 
of research. The same applies to their 
analysis of stock market movements 
and business conditions. In fact, as 
an outgrowth of their earlier studies 
there has been evolved a forecasting 
line that offers many important ad- 
vantages. Moreover, such an organi- 
zation comes to possess a fund of 
experience that can never be fully 
expressed in any scheme of index 
numbers or reduced to type. It is not 
only the validity of their theories but 
the soundness of interpretation and 
application which makes the Brook- 
mire forecasts valuable. 

Another highly regarded exponent 
of the lag theory is the Harvard Eco- 
nomic Service. This service also em- 
phasizes the orderly sequence in the 
rise and fall of monetary, security, and 
business factors. Not only all students 
of economics and statistics, but all 
business men are greatly indebted to 
this group of workers for the expert- 
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ness and scholarship which they have 
brought to bear on the subject. Their 
contributions have improved and en- 
riched the whole field and have given 
it a needed overhauling technically 
without getting away at all from its 
intensely practical aims. 

In the business of forecasting, there 
are no patents or proprietary processes. 
It is distinctly a professional field, in 
which all theories, principles, and 
methods are given the fullest possible 
publicity. The tendency of one serv- 
ice to emphasize a certain theory 
while another service emphasizes a dif- 
ferent theory is beneficial and salutary. 
It means that the business man is prof- 
iting by a well-rounded, well-balanced 
survey, far more effective than if each 
service approached the subject from 
precisely the same angle. 

Business forecasting is still a com- 
paratively young science and art; and 
especially during these years of devel- 
opment there will be times when the 
different theories may lead to conflict- 
Ing conclusions. This does not mean 
that any, of the theories are unsound 
but rather that they are all in a forma- 
tive stage. ‘Those closest to the sub- 
ject believe that when the kinks have 
been ironed out and the corners 
knocked off, the theories will be found 
to be simply the varying aspects of the 
same truth viewed from different angles. 
It is not a question, therefore, of elimi- 
nating one theory in favor of another. 
Continued research should eliminate 
any inconsistencies, so that the busi- 
ness man will get clarity instead of con- 
fusion; but each service should remain 
a specialist in the particular school of 
thought which it finds most congenial. 


ÁREA THEORY 


From the above viewpoint we will 
refer to the area theory as advocated by 
the Babson Statistical Organization. 
The area theory is the outgrowth of a 
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principle originally proposed by Sir 
Isanc Newton. Newton suggested 
that the fundamental law of action 
and reaction, which obtains so rigor- 
ously in physics and mechanics, can be 
traced likewise in economic and human 
relations. The first investigations 
along this line yielded only negative 
results. In business, for example, 
there is found no equality in the degree 
of expansion (action) and the subse- 
quent depression (reaction). Expan- 
sion may reach any intensity, vary- 
ing from the mildest improvement to 
the most hysterical boom; while depres- 
sions are slight, profound, or any one 
of a dozen intermediate graduations. _ 
The records fail to show that when 
business goes up like a rocket it comes 
down like the stick. There is abso- 
lutely no definite equality between the 
height of the rise and the depth of the 
drop. 

Likewise if you investigate the time 
element, you can find no demonstra- 
tion of the law of action and reaction. 
A brief expansion may be followed by 
a prolonged depression, and vice versa. 

When, however, you consider both 
intensity and duration, combining the 
two to form an area, then Newton’s 
law is demonstrated in a remarkable 
way. Suppose, for example, that a 
period of great activity has lasted sev- 
eral years, thus forming a big area. 
With considerable assurance you can 
forecast that the ensuing period of de- 
pression will be equally big. Whether 
it will take the form of an excessive 
drop of brief duration or a moderate 
decline dragged over a prolonged 
stretch, no man can foresee. 

The shape of an area of depression 
is unpredictable. Its size can be fore- 
told with considerable precision. This, 
stated very briefly, is the area theory. 
Like the lag and lead theory, or any 
other theory, its practical value de- 
pends largely on the good Judgment 
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with which it is interpreted and 
applied. 

Moreover, like the lag theory, the 
area theory cannot be put into practice 
successfully without most thorough 
work. You cannot gauge the inten- 
sity of a period of expansion or depres- 
sion merely by a cursory glance at a 
few figures. Business conditions must 
be actually measured by an exhaust- 
ive study of fundamentals. In other 
words, whatever theory one follows, 
the first procedure is much the same. 
In fact, in the compilation of the Bab- 
sonchart we obtain three separate in- 
dexes corresponding approximately to 
the three indexes used by Brookmire 
or the three indexes used by Harvard. 


DIFFERENCE Berween THEORIES 


The difference in the two systems is 
the use which is made of these indexes. 
Though we examine them, of course, 
from the standpoint of the lag theory, 
our principal interest is in combining 
them into a single summary barometer 
figure. This is charted from week to 
week and gives us the contour of the 
Babsonchart. Through the middle of 
this chart we lay the so-called X-Y Line. 
Above the X-Y Line appear the areas 
of expansion; below the X-Y Line ap- 
pear theareas of depression. This X-Y 
Line follows in the main, the trend of 
check transactions, and these figures 
are used in its preliminary location. 
When, however, there has been com- 
pleted a pair of areas (that is, an area 
of expansion and an area of depression) 
then the X-Y Line, if necessary, is re- 
located for this particular period so 
that the two areas are in balance. Ex- 
perience shows that such revisions are 
comparatively slight; if, in place of 
bank clearings, we could find some sta- 
tistics which more truly represent the 
median line of growth of the country, 
the X-Y Line could probably be placed 
at once in its final position. The Bab- 
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sonchart is capable of much further im- 
provement, not only with respect to the 
locating of the X-Y Line, but also with 
respect to the data used in compiling 
the summary barometer figures which 
form the contour or profile. 

Each theory of business forecasting 
offers its own peculiar problems. 
When studying the lag theory we have 
found that one of the most difficult 
points is to determine whether a given 
movement will prove to be a minor 
turning point or a major turning point. 
For example, take the statistics of 
building permits. These records show 
that there is a marked tendency for 
the number of building permits to lead 
while the corresponding value of these 
permits tends to lag. Suppose that at 
a given time you observe a downward 
bend in the chart of the number of per- 
mits. You may be reasonably sure 
that a few months later you can expect 
a downward trend in the value of per- 
mits. Note, however, that you still 
have to decide the important question 
whether the downward turn which you 
have noted is merely a temporary re- 
cession, or whether it marks the cul- 
mination of a major swing. 

In many cases this is really the criti- 
cal question. If I tell you, for example, 
that sales next winter are going to de- 
cline, you immediately want to know 
whether the drop will be serious or triv- 
ial. Minor ups and downs are contin- 
ually occurring and most of them may 
be disregarded. The thing which con- 
cerns you most is to foresee not the 
mere occurrence of some movement, but 
rather its relative severity. Hence, 
the lag theory, though it enables the 
forecasting to a considerable extent of 
turning points in busmess and other 
factors, always has to be supplemented 
by good judgment as to whether such 
turns will be severe or trifling. The 
services which specialize in this theory 
are making good progress with this 


148 


phase of tae subject, and the methods 
which they are working out are very 
promising. _ 

The area theory likewise has its own 
particular problems. One of these is to 
devise methods for anticipating more 
closely the size of an area of expansion. 
In the case of an area of depression, the 
procedure is very clearly indicated. 
After a man has borrowed money from 
a bank, you can forecast what amount 
he will be required to repay. After a 
man has indulged in overwork you can 
foresee, tc some extent, the bill which 
nature will present. The difficult 
thing to forecast is the amount which 
a man wil. borrow the next time he ap- 
plies for credit, or to foresee how far a 
man is going to overtax his strength in 
his next period of overwork. 

In other words—given the action, 
you can predict the reaction. It is the 
prediction of the action itself which of- 
fers especial difficulties. This prob- 
lem, however, is being studied contin- 
uously and there seems little doubt 
that it is only a question of time when 
some practical solution will be de- 
vised. Already progress has been 
made in this direction. Furthermore, 
it has been learned that on the law of 
averages there is a marked tendency 
for both the areas of prosperity and the 
areas of depression to keep within 
somewhat constant limits. 

It is trae that under abnormal con- 
ditions such as obtained during the war 
period, ar area may reach unusual pro- 
portions. There have also been areas 
that were distinctly under-sized. In 
the main, however, there is reasonable 
assurance that any area of prosperity, 
while theoretically it can attain any 
conceivable size, as a matter of fact 
usually terminates within limits that 
can be approximated. Trees vary in 
height, but we know that none of them 
can grow to the skies. When an area 
of expansion has passed certain points 
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there is a strong presumption that it is 
nearing its termination. Hence, while 
the size of an area of expansion, strictly 
speaking cannot be foretold, neverthe- 
less it can be estimated sufficiently 
close for most practical purposes. 

Further corollaries of the area theory 
dre of immediate importance. It has 
been found, for example, that prices of 
stocks, prices of bonds, commodity 
prices, money rates, building, and va- 
rious other factors tend to reach a high 
point or low point when there has been 
consumed a certain proportion of an 
area of expansion or an area of depres- 
sion. 

More detailed applications of the 
area theory will be treated in a later 
section. Before passing to this topic, 
however, let us complete our descrip- 
tion of the services by a brief word re- 
garding those which do not specialize in 
the lag or the area theory, but follow 
certain other methods. 


ENLISTING THE AID OF SCIENCE 


One of the forecasting systems re- 
cently developed is based upon a proc- 
ess somewhat analogous to the methods 
which engineers call “differentials.” 
The process is somewhat involved, but 
it can be explained in a broad way as 
follows. Take a factor such as bank 
clearings, for example. Assume that 
clearings are increasing every month. 
This increase may be a fixed quantity 
(such as $100,000,000 per month) or a 
fixed percentage (such as one per cent 
per month). Of course a uniform 
percentage rate of increase represents 
a more pronounced upward trend than 
does a uniform numerical increase. 
There is still another trend, however, 
such that clearings may be increasing 
not only numerically and not only in 
percentage, but this percentage rate 
itself may be increasing. In other 
words, in successive months there may 
be increases of 10 per cent, 15 per cent, 
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20 per cent, etc. The percentages may 
be growing at a fixed rate. 

It may even be discovered that this 
rate of growth of the percentage is 
tending upward. In short, by a proc- 
ess of continuous analysis, finer and 
finer, there can be worked out a succes- 
sion of growth measurements some- 
what akin to the engineer’s differen- 
tials of the first, second, or higher 
orders. Of course the same principle 
applies to a set of statistics which is 
decreasing instead of increasing. 

From a business standpoint such 
procedure sounds very abstruse; but a 
study of actual business records cer- 
tainly appears to indicate that trends 
and tendencies can often be disclosed 
much more clearly by mathematical 
analysis of this type than by mere 
inspection or by ordinary charting. 
Other things being equal, preference 
should always be given to methods of 
simplicity; but business men should 
never overlook the fact that chemistry 
and other branches of science which 
have an extremely complicated tech- 
nique are of the utmost practical 
value. Business men should be ready 
to receive help from any source whether 
it is the verbal report sent in by their 
salesmen, or the involved processes of 
higher mathematics. 

Those who are skeptical of the possi- 
bility of making mathematics service- 
able in business have before them the 
demonstration of the insurance busi- 
ness, which has built up immense activ- 
ities in which actuarial science has 
played a leading part. 

There are various other types of serv- 
ice which do not follow any clearly de- 
fined theory, but operate on general 
methods comprising a variety or com- 
bination of various systems. In this 
connection one caution is worth not- 
ing. Though most of the services 
have kept away from this danger, there 
are still individual business men who 
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try to forecast business conditions on 
the basis of a single factor, like the 
stock market, pig iron production, or 
building. It is unfortunate that very 
often a single barometer has made a 
correct indication and has given some 
business man a false confidence that he 
has discovered an infallible clue to the 
future. The trouble is that presently 
there comes a time when he bases some 
serious commitment on the indication 
of his pet barometer and the indication 
proves to be false. 

To be sound, a system must be based 
upon a broad group of factors, so that 
they will mutually check each other, 
and the combined reading will be reli- 
able. It can almost be said that when 
you are looking into the merits of any 
business service, the question of real 
importance is the scope of the barome- 
ters studied rather than the technical 
details of how they are handled. 
Nearly any of the established theories 
should give reasonably accurate re- 
sults, provided it is applied to a suf- 
ficient number of good barometers; 
whereas even the soundest theory may 
lead you astray if you attempt to apply 
it to a scanty and ill-chosen list of 
statistics. 


WHAT THE SERVICES CAN AND CANNOT 
ACCOMPLISH FOR THE Business MAN 


For generations business men have 
been hunting for some magic method 
as the visionary of olden times searched 
for the philosopher’s stone that would 
transmute base metals into gold. There 
is no possibility that any way will ever be 
discovered for operating a profitable bust- 
ness without work or worry. 

Every time an improved method ap- 
pears there are many business men who 
grasp at it blindly and fatuously in the 
fond delusion that at last they have 
found a panacea for all their troubles. 
For example, when “system” first ap- 
peared, it was taken up with tremen- 
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dous enthusiasm by great numbers of 
business men with the idea that a busi- 
ness could be systematized to such a 
point that it would run itself. , Then 
came “efficiency,” and a crowd caught 
up the new idea as eagerly and as 
blindly as they had done with system. 
“Cost accounting” shows somewhat 
the same history. 


Business DEMANDS FORECASTING 

Almost identically this same experi- 
ence will be the fate of forecasting. 
Already many organizations have 
snatched at business forecasting in the 
hope that it would do away with all 
work and worry. Such conclusion is 
absolutely a will-o’-the-wisp, and the 
pursuit of a universal panacea for busi- 
ness Will always end in disappointment 
and disgust. Nevertheless, each one 
of these great movements—system, 
cost accounting, efficiency, and fore- 
casting—is absolutely sound when 
properly used and will remain and fur- 
ther develop as a permanent part of 
business. While business can never be- 
come automatic, it is making contin- 
uous progress, and these various new 
methods and practices represent per- 
manent improvements. 

It should never be forgotten that 
business barometers are to the business 
man only what a compass is to a sea 
captain. A sea captain could not get 
on without a compass, but a compass 
will not hoist the sail, put coal under 
the boiler, or perform any of the other 
activities of the ship. The compass is 
merely the guide that enables the cap- 
tain to direct the activities of his ship 
more intelligently. 

There is a vague feeling on the part 
of the business public that a man has 
only to foresee the future in order to 
amass an immense fortune. But fore- 
sight without action is absolutely bar- 
ren. Egperience shows that while men 

difer to some extent in their ability to 
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forecast, the greatest difference of all be- 
tween men is in their ability to translate 
foresight into action. 

This seems a very simple point, but 
those who are in most frequent contact 
with business men realize that here is a 
point which cannot be emphasized too 


` strongly. A map will give you direc- 


tions for reaching any given point, but 
the map will not provide transporta- 
tion. A book of instructions will tell 
you how to operate an automobile, but 
the book cannot drive the car. Per- 
haps the one most important thing to 
get clearly in mind in connection with 
the business services is the realization 
that their soundest information and 


their most far-reaching forecasts are ™ 


nothing but paper and ink until trans- 
lated into the definite plans and poli- 
cies of your own organization. 

Several of the reporting and fore- 
casting services were designed origi- 
nally for the service of the investor. 
In some ways the problems of the in- 
vestor and the business man are sim- 
ilar, but there is a radical distinction. 
The investor always has the choice of 
buying, selling, or staying out of the 
market altogether. He can wait to 
pick the proper periods for any of these 
courses of action. The business man, 
however, is in an entirely different situ- 
ation. Action along one line or another 
simply cannot be deferred by the man 
who has a large capital investment, 
loans to the banks which must be taken 
care of, payrolls to meet and thousands 
of employes who must be kept profit- 
ably occupied. 

No matter how threatening the out- 
look, the average business man cannot 
follow a neutral course like the inves- 
tor, but must constantly continue to 
make commitments in one direction 
or another. Sometimes an investor 
takes the position that forecasting is _ 
an impossibility and that he will have 
nothing to do with it. The business 
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man cannot take this position unless he 
is willing to quit business altogether. 
As long as he remains in busimess at all, 
he must make forecasts every day. He 
may make these forecasts with the 
help of one or all of the business serv- 
ices, or he may forecast by rule-of- 
thumb or by hunch. But forecast he 
must, because every commitment 
which he makes is necessarily based 
upon some judgment of the future. It 
is very easy for a business man to de- 
cide that he will have nothing to do 
with the future, but events will speed- 
ily prove that the future will continue 
to have something to do with him. 


RESPONSIBILITY TO EMPLOYED OF 
Business MEN 


There is one possible exception to the 
above principle, but this is extraordi- 
narily rare. Occasionally you will find 
a business man who deliberately plans 
to go in and out of business as a profes- 
sional trader goes in and out of the mar- 
ket. Occasionally a man will buy a 
business at or near the bottom of a pe- 
riod of depression, ride up on the crest 
of the wave and then sell out before the 
crash comes. This plan has certain 
obvious advantages from the stand- 
point of the operator, but what about 
the organizations with which he oper- 
ates? There is nothing illegal and 
there may be nothing unethicel in this 
plan of buying into a business and sell- 
ing it out. Nevertheless, it does not 
appeal to the majority of business men. 
The typical head of a real business en- 
terprise, whether it is large or small, 
feels his responsibilities very keenly 
and is intensely loyal to the workers 
and associates whose careers are in his 
hands. A man of this type would 
no more think of abandoning his or- 
ganization in advance of a period of 
difficulty, than a captain would 
think of deserting his ship in time of 
storm. 


151 


This tendency of business executives 
to stick by their organizations and see 
them through periods of depression is 
becoming more common as business be- 
comes more complicated. Every day 
sees a further trend toward the bind- 
ing of all industries together. The tan- 
ner is responsible on the one hand to his 
customers who want leather and on the 
other hand to the people who sell hides; 
in fact leather exists primarily because 
people eat meat, and the hides of the 
cattle must find a profitable outlet. 

In the old days organization and re- 
lationship in business were much looser 
and business men’s responsibilities were 
therefore not perceived so clearly. To- 
day every business man finds himself 
responsible not only for the activities of 
those within his own concern, but also 
the customers to whom he sells and the 
producers from whom he buys. He 
cannot close down the shop without re- 
actions on all these three groups. 
Whether times are good or bad he must 
keep going in one way or another, or 
else fail in their time of need the very 
people to whom he owes his success. 

As business becomes more closely 
knit and intertwined, this threefold 
responsibility is being brought home 
very keenly to the better class of exec- 
utives. In the old days it was thought 
to be very good business for a mill te 
run overtime during a period of expan- 
sion and then to close down and throw 
out its employes during a period of 
depression. Those who practised this 
policy did not then see so clearly as 
they do now that in the long run these 
wild swings from one extreme to the 
other are exceedingly costly. There 
has grown up widespread recognition of 
the importance of ironing out the busi- 
ness curve and more nearly equalizing 
the booms and the slumps. The condi- 
tion of maximum profit as well as na- 
tional welfare is that business shall run 
on an even keel. 
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APPLICATION OF BUSINESS FORECAST 
TO SPECmIC PROBLEMS 


In broadest outline business consists 
of buying and selling materials and 
handling labor. | 

Let us examine the buying phase. 
Here again we have the situation that 
the business man can buy in reduced 
quantities or can postpone purchasing 
altogether for a limited period. Even- 
tually, however, he must again enterthe 
market, at least on a hand-to-mouth 
basis. He is not in the same position 
as the investor who can stay out of the 
market years at a time if necessary 
when conditions are not to his liking. 
It is, therefore, not a question of 
whether commodity prices can be 
forecast with infallible precision, but 
rather whether such forecasts can be 
made sufficiently accurate to enable a 
business man to control his purchasing 
more intelligently. Experience shows 
that while an individual commodity at 
certain times may be extremely diff- 
cult to forecast, nevertheless the price 
movements of a broad list of commod- 
ities, month in and month out, can be 
anticipated with considerable accuracy. 

It is impossible to lay down any 
stereotyped method of forecasting that 
will apply in detail to every commodity. 
For each commodity there are available 
certain statistics. When one set of 
statistics is not obtainable it is neces- 
sary to use some substitute. Where- 
ever possible, of course, a forecast 
should be based upon an examination 
of the trends of production, consump- 
tion, stocks, imports, and exports. 
Another important point in such work 
is to distinguish between those com- 
modities (such as agricultural products) 
which have a pronounced seasonal 
movement and other commodities 
where the seasonal movement is com- 
paratively slight and the swings repre- 
sent mainly the changes in fundamen- 
tal conditions. 
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Moreover, the forecast for any indi- 
vidual commodity must necessarily de- 
pend to a great extent upon the trend 
of the commodity market as a whole 
or the general price level. This in 
turn is closely connected with the broad 
outlook for general business. In other 
words, the first essential in forecasting 
the price of any individual commodity 
is to determine the probable trend of 
general business.’ On this as a basis, 
estimate the trend of the general price 
level. Finally, study what the econo- 
mists call the “dispersion” of prices; 
that is, the relation of the individual 
commodity to all commodities. 

The trend of business as a whole can 
be judged either upon the basis of the 
area theory, the lag theory, some other 
theory, or a combination of all. The 
lag theory will give you a clue as to 
whether commodity prices should trend 
upward, downward, or horizontally, 
depending upon the movements of 
some other factor or group of factors 
which rise or fall in advance of com- 
modity prices. On the basis of the 
area theory, the probable trend of the 
commodity market can be judged by 
the size of the area which has been 
swept out; because the high points and 
the low points of the commodity mar- 
ket tend to occur when a given propor- 
tion of an area of expansion or depres- 
sion has been consumed. 

Reviewing the entire recorded his- 
tory of modern business, we find that 
there is not only a swing from expan- 
sion to depression, but that an even 
broader and more fundamental move- 
ment is in evidence. Following the 
Napoleonic Wars and likewise the Civil 
War, there came a long downward slide 
of commodity prices. This gradual 
but tremendous decline lasted for years 
and was periodically interrupted by 
upward and downward movements 
of limited intensity and duration. 
Many observers are confident that his- 
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tory will repeat itself and that we shall 
witness during, say, the next few dec- 
ades, a broad downward movement of 
commodity prices as an aftermath of 
the World War. Of course, this move- 
ment will be broken by occasional rises, 
but as a whole the trend of prices may 
be in a downward direction. This 
means that every forecast of com- 
modity prices must take into account 
the possibility of this underlying m- 
fluence. 


TAKING Account oF EMPLOYMENT 
TREND 


The business man buys commodities 
and then brings to bear upon them hu- 
man labor. It is now generally recog- 
nized that when handling commodities, 
much depends upon the trend of busi- 
ness conditions. It is equally true that 
when dealing with labor the trend of 
business conditions must determine 
one’s policies. No sounder advice can 
be given to those responsible for the la- 
bor of any organization than to shape 
their management in accordance with 
the fundamental trend. To take a 
practical example, suppose that an ex- 
ecutive is about to discuss with some of 
his people a demand or request for 
higher wages. Before beginning such a 
conference the executive should ascer- 
tain very carefully the trend of employ- 
ment. 

If employment conditions are due to 
become worse during the period ahead 
it is exceedingly poor judgment to grant 
wage increases. Such a commitment 
merely means that it will soon. be neces- 
sary either to withdraw the increase— 
which always has an unfortunate re- 
action—or to sacrifice many workers 
in order to maintain the compensation 
of a few. If, however, employment 
conditions are likely to become con- 
stantly better, a refusal to grant the 
wage increase may be a serious mistake. 
It is likely to encourage dissatisfaction 
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and inefficiency. Furthermore, it is 
probable that within a short time it 
will be necessary either to lose the work- 
ers to other organizations or else to 
grant a belated increase which will be 
practically an admission that the previ- 
ous refusal was a mistake. 

It has been demonstrated time and 
again that one of the surest ways for a 
business executive to lose the confidence 
and loyalty of his workers is to take 
some position and follow some policy 
which later is proved a blunder by ac- 
tual conditions. On the other hand, 
the executive who correctly sizes up 
the trend and takes action accordingly 
may meet with some temporary dis- 
satisfaction, but in the long run will 
win out with his people as they realize 
his foresight. 

Again it is worthy of note that, while 
the business man can hire and fire and 
can enter or leave the labor market 
to some extent, he ordinarily cannot 
stay out of this market altogether. 
Whether conditions are favorable or 
unfavorable, the business man must 
continue to make goods and manage 
labor. Therefore, whether or not he 
believes that labor conditions can be 
forecast with 100 per cent precision, 
he knows that even a partial help in 
anticipating tendencies will be of imme- 
diate assistance. He is not like the sal- 
itary investor who can dismiss the out- 
look with the offhand decision to stay 
out of the market altogether until the 
trend becomes more clear. Whether 
the outlook is plain or obscure, the 


_ manager of labor must decide one way 


or another and stake his success on the 
accuracy of his decision. 


THE INDUSTRIAL TREND 


After commodities have been bought, 
and by the application of labor have 
been converted into finished goods, 
this merchandise must be sold. There 
are many times when the business man 
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would like to be free from this necessity 
of selling. Periodically there prevails 
what is Inown as a buyer’s market. 
This means that the buyer has every- 
thing his own way because more goods 
are being offered than‘ are required. 
Goods Eave to be sold, however, 
whether there is a buyer’s market or a 
seller’s market. It is not, therefore, a 
problem of deciding whether future-con- 
ditions are going to be favorable for 
selling, but rather of finding those lo- 
calities and those industries which offer 
relatively the best opportunities. 

When selling products such as motor 
trucks, machinery, and other factory 
equipment and supplies, it is often con- 
venient to lay out your advertising and 
selling campaigns along industrial 
lines. What the sales manager wants 
to know is chiefly which industries 
among those available to him as mar- 
kets are most active and therefore most 
likely to buy. On the other hand, in 
the case of merchandise such as passen- 
ger automobiles, clothing, food prod- 
ucts, and other goods sold to the indi- 
vidual (either directly or through trade 
channels), the director of sales finds it 
most convenient to lay out his cam- 
paigns along geographical lines. What 
he wants is a list of the localities which 
are enjoying relatively the greatest 
prosperity and therefore are relatively 
the best markets. 

In forecasting the industrial trend 
each industry is almost a problem by 
itself. That is, the available statistics 
depend very largely upon the industry 


which you are studying. For some in- , 


dustries there can be obtained very 
comprehensive figures, while for other 
lines practically no data can be found. 
Whatever the industry under examina- 
tion the same steps are necessary as 
with commodities. That is, decide on 
the outlook for general business, then 
decide on the industrial outlook as a 
whole, and finally connect up the indi- 
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vidual line with the trend of all in- 
dustries as a group. 


Cyancine Economic Layout 


Somewhat the same _ procedure 
should be followed when dealing with 
localities. In this connection there is 
a very interesting point to observe. In 
the old days when most of the manu- 
facturing was carried on in the North- 
east, and other parts of the country 
were mainly engaged in producing raw 
materials, a period of expansion or de- 
pression tended to follow a fairly defi- 
nite course. Statistics plainly show 
that in the old days when the country 


lined up as described above, expansion 


or depression usually originated in the 
Middle Atlantic States, for example, 
and then spread to other parts of the 
country. The movement swept north 
through New England and into Canada, 
it spread toward the South and also 
out through the Middle West, reach- 
ing the Pacific Coast sometimes as late 
as six months or longer after the initial 
appearance in the Northeast. 

The economic layout of the country, 
however, has been gradually changing. 
The textile industry, for example, has 
spread to the eastern division of the 
Southern States and may possibly de- 
velop also in the western division of the 
Southern States. The machine tool 
industry has spread from the Middle 
Atlantic States to the Central States. 
The boot and shoe industry has spread 
from New England to the West. In 
the Pacific Coast States industrial de- 
velopments are already in progress and 
promise still further expansion. 

This means that the country is no 
longer sharply divided into the regions 
of manufacture and agriculture. The 
activities of each locality are constantly 
becoming more diversified. Hence, in 
the future it is extremely probable that 
there will be important modifications 
of the path of depression and prosper- 
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ity. It is logical to expect that eco- 
nomic movements in the future will ap- 
pear more nearly at the same time in 
all parts of the country and that all 
parts of the country will tend to rise 
and fall more nearly in unison. 

Note, however, that the fact of 
greatest practical importance is not 
whether two localities rise and fall at 
different times, but rather whether they 
rise or fall in different degrees. Past 
records demonstrate and present tend- 
encies indicate that localities differ re- 
markably in the extent to which they 
participate in a boom or in a slump. 
At a given time it is often possible to 
find a list of localities which are having 
a degree of activity which might almost 
be called a boom; likewise another list 
of localities which are moderately pros- 
perous; and a third list of localities 
which are suffering actual depression. 
It has been proved repeatedly that the 
organization which at all times con- 
centrates its advertising and selling 
effort on active or semi-active markets 
will make maximum sales at minimum 
selling expense. Itis a very costly and 
foolish policy to put the same adver- 
tising and selling pressure on all local- 
ities alike regardless of the radical dif- 
_ ference in local conditions. 

In sizing up the situation and out- 
look for any locality, one of the best 
single indicators is the trend of check 
transactions or debits to individual 
account. These figures, however, while 
they give a general line on local 
conditions, should always be supple- 
mented so far as possible by other indi- 
cators. The concern which is selling 
hardware will find it useful to study the 
trend of local building permits or con- 
tracts awarded; an organization sell- 
ing envelopes should watch tendencies 
indicated by the statistics of postal re- 
ceipts. Movements of newspaper ad- 
vertising are a very useful guide to 
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local conditions as they affect the sale 
of many lines of merchandise. 


THe Bracest Jos In Business 


During the past decades, the big man 
in business has been the director of 
production; but during the years ahead, 
he will be the director of distribution. 
Production has made tremendous 
strides; but distribution today is no 
more efficient than it was fifty years 
ago. Distribution in 1924 is practi- 
cally where production was In the days 
of the hand loom. 

This was one of the fundamental 
facts of business which was especially 
emphasized by the late Dr. Charles P. 
Steinmetz. Most of us think of Dr. 
Steinmetz as a great engineer and sci- 
entist; but those who were privileged 
to know him personally realize that 
he would have been entitled to imme- 
diate recognition merely by his pene- 
trating and farsighted observations on 
business. Dr. Steinmetz forecast great 
changes in methods of distribution. He 
regarded the efficiency of distribution 
as one of the most important problems 
before the world today. 

A business man commenting upon 
the subject remarked: 


We have wonderful factories, mills and 
shops, but our distribution methods are 
relics of antiquity. We are making by 
machinery but marketing by hand. 


The following figures on page 156 
were published in Commerce and Finance 
and credited to Mr. Emil O. Jorgensen, 
who obtained them from the 18th An- 
nual Report of the Commissioner of 
Labor at Washington, 1898, Volume I. 

From these figures it is plain that 
production has made amazing strides. 
But even these statistics do not tell 
the whole story. We have witnessed a 
succession of distinct steps. The first 
great change was the evolution from 
hand work to machine work. The 
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ARTICLE AND QUANTITY 


Men’s boots (100 prs.) . 1,436 
Women's shoes (100 prs.) 1,025 
Cotton sheeting (500 yds ) 5,605 
Cotton thread (100 Ibs.) . 2,895 
Cotton hose (12 prs.).... . 488 
Woolen mittens (144 prs.)... . ..| 1,080 
Woolen skirts (12 prs.)....... 0... 240 
Brussels carpets (1,000 yds ) 4,047 


Butchers’ knives (144) . Pe 708 
Milk pans (144)... ..... Y2 
Laundry soap (25,000 Ibs.) : 432 
Pine boards (100,000) . . : . | 16,000 
Marble slabs (25).. .. Skee 6,000 
Tron pipe (100 ft.) : 84 
Bolts (500) . .. 148 
Nails (20,900) . . 236 
Tron screw posts (10,000) 1,250 
Lead, paint (100 gals.) . 883 
Hemp twine (500 Ibs ) 382 
Hammers (12 doz ) 1,020 
Plows (10)........ RE ta hues 1,180 
Pitchfarks (12) l 48 
Average.. 


second change has been the evolution 
from machine work of the early type 
to the modern automatic or semi- 
automatic machine. 

Will there be further radical ad- 
vances in the efficiency of production? 
I have talked with many manufacturers 
of equipment and they tell me that in 
spite of the spectacular results already 
obtained, these accomplishments are 
but the beginning of the development 
of mechanical wonders for the increase 
of efficiency. Moreover, in this same 
general connection, it is Important to 
consider the well known but intensely 
significant report on Waste in Industry 
by a Committee of the Federated 
American Engineering Societies in co- 
operation with Secretary Hoover. The 
survey covered over one hundred plants 
representing such industries as build- 
ing, clothing, boot and shoe, printing, 
metal trades, and textiles. 
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WASTE IN INDUSTRY 


The committee found the following 
four aspects of waste in industry: 


(1) Low production caused by faulty 
management of materials, 
plant equipment, and men. 

(2) Interrupted production caused 
by idle men, idle materials, 
idle plants, and idle equip- 
ment. 

(3) Restricted production intention- 
ally caused by owner’s man- 
agement or labor. 

(4) Lost production caused by ill 
health, physical defects, and 
industrial accidents. 


The waste was appraised in points, 
the maximum of which was 100. As 
no plant is or could be entirely waste- 
ful, the number of points assigned to 
any plant must be less than 100. The 
following was the result: 





4,098-1 ™, 
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Waste Expressed 
Industry Studied in Points 
Men’s clothing manufacture 68.78 
Building industry ....... 53.00 
Printing, 62sec otedes 57 61 
Boot and shoe manufacture 40.93 
Metal trades... 2.2... 28 66 
Textile manufacture...... 49.20 


Think what the above figures mean. 
Their average is about 50. This im- 
plies that merely by elimination of 
waste, much of which is readily pre- 
ventable, the output of our existing 
plants could be decidedly increased. 
Remember thatthis enlargement of out- 
put would be without any increase of 
plant and equipment, merely by utiliz- 
ing more intelligently our present facil- 
ities. Nobody can doubt that during 
the years ahead there are going to be per- 
sistent efforts made to eliminate this 
waste. 

We shall have two influences work- 
ing hand in hand. There will be fur- 
ther mechanical and technical improve- 
ment of equipment and machinery, and 
the improvement of administrative 
and economic efficiency. 

Summarizing the situation and out- 
look with reference to production, we 
can say that during the past fifty years 
the efficiency of our factories has in- 
creased hundreds of times and that the 
years ahead will witness equal or 
greater Increases than in the past. 
The past growth and the even greater 
future growth of production almost 
staggers the Imagination. 

A study by the United States Cham- 
ber of Commerce indicates that fully 
25 per cent of all the effort. time, and 
money expended in American factories 
is wasted because of the needless vari- 
eties of sizes, styles, and models. The 
movement toward simplification, which 
was so active during the war, tended 
to subside somewhat after the war; 
but there are signs of a revival of 
interest in the subject. This is some- 
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thing which should receive especial at- 
tention from directors of sales and ad- 
vertising. They are the ones who in 
many instances have been chiefly re- 
sponsible for needless variety in sizes, 
and styles. Against his better judg- 
ment the production manager has 
often yielded to pressure from the 
sales and advertising departments and 
has “made to sell instead of to serve.” 

One of the students at the Babson 
Institute is connected with the rubber 
industry, and in discussion of the sub- 
ject he gave the following illustration 
of the increased efficiency of produc- 
tion by present-day machines compared 
with machinery of the past. In the 
old days, he tells me, smoke sheets rub- 
ber was received in bundles weighing 
from 200 to 275 pounds. These con- 
sisted of separate sheets of rubber laid 
one on top of the other and averaging 
one-eighth inch in thickness. In the 
summer the rubber sweats and in 
the winter it tends to get hard. 
The sheets become stuck together 
and have to be pulled apart. This 
work was exceedingly expensive and 
was very hard on the laborers, es- 
pecially on their hands. To do the work 
there was introduced the hydraulic 
knife, which in one motion cuts these 
bundles into six parts so that today two 
men with the aid of this machine can do 
as much work as six or eight men could 
do before. Where in the field of dis- 
tribution can you find parallel cases of 
this kind, where two men are today do- 
ing the work of six or eight in former 
years? Indeed, in the field of distribu- 
tion you are more likely to find cases 
where six or eight men today are doing 
the distributing work formerly requir- 
ing only two. 

The industry has also made interest- 
ing developments in conveying systems. 
This has made it possible for a few men 
today to do the same amount of work 
as required many men to do previously. 
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Likewise the present tire machine as 
compared with the old method of put- 
ting each ply on by hand has increased 
the efficiency of production by over 
100 per cent. 

Concerns making automatic machin- 
ery for sealing and labeling bottles re- 
port that one sealing operation (which 
by hand labor produced only 28 units 
per minute) produces by machine 120 
units per minute. In labeling, hand 
operation will give about 28 units per 
minute, while machine operation will 
give from 85 to 110 units per minute. 
Figures on wire drawing operations 
show nearly a six-fold increase in ef- 
ciency by the replacement of hand 
labor with automatic machinery. 


The mere recital of such examples as 
the above, which could be almost end- 
lessly multiplied to cover nearly the 
whole range of industrial activity, 
brings home the sharp contrast between 
all this progress in production and the 
lack of progress or even the backward 
movement in distribution. 


DISTRIBUTION OUTSTRIPPED BY 
PRODUCTION 


A few years ago there was made a 
very elaborate survey by a joint com- 
mission of the Senate and the House, 
the so-called Anderson Report, the 
chairman of the Commission being Mr. 
Sidney Anderson, Representative from 
Minnesota. To the secretary of the 
Commission, Mr. Irving S. Paull, con- 
siderable credit must be given for this 
great work. Quoting from the report: 


In earlier times there was no problem of 
distribution because people lived simply 
and produced their own foodstuffs, cloth- 
ing materials, and found fuel and materials 
from which to create shelter close at hand. 

. Pioneers traveled into new country 
aid established communities and devel- 
oped resources. Railroads were developed; 
goods were transported and time and dis- 
tance became factors in the relations and 
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transactions of men. . . . Traders 
and merchants facilitated the exchange of 
commodity and surplus for comfort. 
Travel became a matter of comparative 
ease and man traveled far to display mer- 
chandise, while the resources of a town 
were converted into new wealth with which 
to purchase greater comfort, convenience, 
and opportunity. The standard of living 
constantly advanced and an ever increas- 
ing proportion of the population entered 
the fields of industry, commerce, and finance. 

Inventive genius perfected ma- 
chines to relieve more and more band labor 
and to produce goods in greater volume. 
: The consumer came to expect un- 
usual service and convenience as a matter 
of course, and finally to demand more. 
Each new service and convenience drew ad- 
ditional people into the activities of distri- 
bution. More and more facili- 
ties were created, more and more people 
were engaged in a constant upbuilding of 
expense, until we have now reached a point 
where tt costs more to distribute and serve than 
a costs to produce. Commodity values are 
lost in a maze of service costs, and the time 
has come for a consideration of the funda- 
mental problem and the economic distri- 
bution of the absolute essentials. The 
Commission is convinced that the problem 
of distribution is one of the most important 
economic problems before the American 
people. 


Another significant quotation—the 
Commission describes its statistics as: 

Sufficient to indicate that the processes of 
manufacturing have become economical 
and efficient, while distribution has become 
expensive and inefficient. 


Some of the findings of the Commis- 
sion have been questioned and excep- 
tion has been taken to some of its 
detailed statistics. No quibbling or 
hair-splitting, however, can overturn 
the central proposition which this sur- 
vey brings out: namely, production has 
outstripped distribution. 

It is significant to note that taking 
the figures covering a variety of lines, 
such as bread, corn flakes, rolled oats, 
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clothing, shoes, etc., and taking a pre- 
war year, a war year, and a post-war 
year, production and distribution costs 
average just about fifty-fifty. It seems 
almost incredible that out of the dol- 
lar the consumer pays for goods only 
fifty cents represents the value of the 
goods and half his money goes for the 
expense of distribution. 

There is another way to approach 
this important subject, and that is 
through the Census of Occupations. 
As nearly as can be ascertained, per- 
sons occupied in trade and transporta- 
tion constituted about 15 per cent of 
the total gainfully employed thirty 
years ago. Today the percentage has 
probably risen to nearly 20 per cent. 
The change seems small, of course, but 
I regard it as extremely significant. 
It shows a trend in exactly the wrong 
direction. 

With only 20 per cent of occupied 
people engaged in trade and transporta- 
tion, it might appear that after all dis- 
tribution is being handled pretty well; 
but bear in mind that these are merely 
two of the Census classifications that 
represent distributive occupations. 
The building craftsman who is putting 
up a retail store or wholesale estab- 
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lishment is not classifed by the Census 
Bureau as connected with distribution; 
but really this is where his energy is 
going. The people who are making 
cash carriers for stores or adding ma- 
chines for wholesale establishments are 
really engaged in distribution, although 
classified as manufacturing. More- 
over, there are many other categories 
such as commission men, brokers, ete., 
all of which will be found connected 
with distribution. I believe that if 
all these innumerable complex rela- 
tionships could be traced out, it would 
be found that occupations split in just 
about the same proportion as costs, 
namely fifty-fifty between production 
and distribution. 

The following statistics start with 
1849. We show first for each avail- 
able year the number of wage workers. 
Then we show the corresponding value 
of manufactured products. Finally 
from these two sets of figures we get for 
each reported year the value of products 
per wage worker. Note the tendency 
of production per worker to increase. 

It is true, of course, that the Census 
reports production in terms of dollars. 
Hence changes in the commodity price 
level play a part. 


VALUE oF 
Propvucts PER 
Waan EARNER 


VALUR OF 
Propucrs 


1849 (census of 1850) . 957,059 $1,019, 106,616 $1,065 
1859 (census of 1860) ..... 1,311,246 1,885,861,676 1,488 
1869 (census of 1870) (gold val.). . 2,053,996 3,885,860,354 1,648 
1879 (census of 1880) F 2,732,585 5,369,579,191 1,865 
1889 (census of 1890) . . 4,251,586 9,872,378,843 2,204 
1889 (census of 1900)... .. Sa 5,306,143 13,000,149,159 2,450 
Factories, Excluding Hand and Neigh- 
borhood Industries: 
1899 (census of 1900). seha 4,712,763 11,406,926,701 2,420 
1904 (census of 1905). . 5,468,883 14,798,902, 563 2,705 
1909 (census of 1910)... . 6,615,046 20,672,051,870 3,125 
1914 (census of 1915).... .. i 7,038,887 24,246,434,724 3,446 
9,096,872 62,418,078,778 6,882 


1919 (census of 1920)...... ... . f 


. 
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Even with allowance for change in 
prices, however, there has been increas- 
ing output per worker. The problem 
of how to secure distribution for this 
increasing output is steadily becoming 
more urgent. 


IMPORTANCE OF SALES DEPARTMENT 


Everybody who has ever been con- 
nected with.a business organization 
realizes that the most critical element 
in business is sales. It is well enough 
to arrange production programs and 
factory schedules, but unless the sales 
department can bring in the requisite 
volume of orders, the best-laid plans 
are totally upset. There has been a 
great interest lately in budgeting sys- 
tems. None of these systems are any 
better than the sales forecast on which 
they are based. If sales can be fore- 
cast correctly, a fairly rough estimate 
of most other items will suffice; but if 
sales are forecast incorrectly, then all 
the other fine figuring on materials, 
payrolls, etc., is nothing but waste 
paper. It is the forecast of sales that 
determines not only production and 
personnel policies, but the financial 
management of the enterprise. 

At the beginning of this paper, I ad- 
vised the sales manager to study the 
work of other departments. I cannot 
close without an earnest appeal to all 
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other executives in every organization 
to take an intelligent interest in the 
sales problem. ‘This does not mean un- 
warranted intrusion on the sales man- 
ager’s activities, but rather a sincere 
attempt to appreciate his work and give 
every possible co-operation, realizing 
that the sales department is the power 
house which keeps the whole organiza- 
tion going. 

Of all the forward steps which have 
been proposed for increasing the effi- 
ciency of distributions, the most im- 
portant of all is the one which is the sub- 
ject of this paper: namely, the study of 
business trends, movements, and fore- 
casts. Many of the various measures 
which have been proposed from time to 
time are mere details; but this study of 
business trends, movements, and fore- 
casts is basic and fundamental. ‘There 
are many important things for the dis- 
tributor to know; but the most impor- 
tant of all is to know the trend of busi- 
ness conditions; there are important 
things for the distributor to do, but the 
most needful of all is that he use rather 
than buck the great trends of business. 
Hence in conclusion I urge the direc- 
tors of sales, advertising, and credit 
to study every available aid that 
will help in interpreting and forecast- 
ing these great fundamental business 
movements, 





The Truth-in-Advertising Movement as It Affects the 
Wealth-Producing Factors in the Community 


By H. J. DONNELLY, JR., B.Sc. 
Secretary, National Vigilance Committee 


TH the development cf busi- 
ness as & science, there arises in 
the mind of the business getter a reali- 
tion of the need for meeting growing 
ompetition with new ideas in market- 
ing and distribution. The business 
an does not expect his sales to in- 
rease of their own accord, but realizes 
that there must be some stimulus to in- 
crease the consumer’s demand for a 
particular product or service. 

The rise of modern business and 
modern business methods has seen the 
development of a group of business 
builders, the logical and natural evolu- 
tion of printed salesmanship frcm an 
embryonic stage into the capacity of a 
scientific dispenser of a business mes- 
sage. 

Modern advertising has become a 
powerful force that is hardly reconcil- 
able with the old bally-hoo type of pub- 
licity known to a former generation and 
which included all the evils known to 
the profession. Still, it has bean a 
healthy growth and we have seen the 
ugly duckling nursed through all the 
handicaps of childhood until today, 
while still susceptible to some of the 
mischievousness of youth, it stands 
forth a finished product, a recognized 
profession symbolizing an absolute busi- 
ness necessity. 

Advertising is no longer centered in 
the idea that a picture of a pretty girl is 
an indispensable necessity in the crea- 
tion of attention value, regardless of 
whether the product advertised be 
automobile tires, canned goods, or 
hardware. No longer are the cheap, 
tawdry tricks of the trade needed or 


countenanced, although questionable 
sales, misdescriptions, misbranding, 
and many cther misleading characteris- ` 
tics continue in use by some with the 
attendant evil result on legitimate 
business. 


ADVERTISING AND Goop Wit 


Advertising today is a promise of 
business performance. It is a creative 
agency, constructive in its nature, the 
interpreter of business ideas. As an all- 
important element in distribution, it 
expresses the personality of the adver- 
tiser, his hopes and his desires. In its 
form it is simplicity itself, with no com- 
plicated machinery to become involved, 
provided, however, this simplicity is 
expressed in terms of Truth. If fric- 
tion in the form of untruths, exaggera- 
tions, and frauds creeps into the scheme 
of things, there is likely to arise a depre- 
ciation of that most valuable item of 
business—good will, the keynote of all 
selling success and the foundation of all 
righteous and legitimate effort. Upon 
good will are built sales and profits, and 
we find that confidence and good will 
are closely allied. Where confidence 
through untruthful and fraudulent ad- 
vertising is defiled, good will is de- 
stroyed. The Golden Rule must be 
preserved in all business generally and 
in advertising, the builder of good will, 
particularly. In no better way can the 
cash drawer value of confidence be pro- 
tected than by demonstrating to the 
public that advertising promise checks 
with business performance. 

In this connection, it is not difficult 
to understand that good will, an ab- 
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stract, incorporeal quality, built and 
preserved by legitimate advertising, is 
the basis of modern business success. 
I intend to show how this force has been 
prostituted by advertising untruths 
and the steps that are being taken to- 
ward the protection and preservation 
of it. I intend to show further, that 
there is a real need for an organization 
such as the Associated Advertising 
Clubs of the World. 


Tae Trota MOVEMENT 


Recently an editorial appeared in 
Advertising and Selling, commenting on 
the effect of Truth. I present it here, 
for it paints a most adequate and pleas- 
ing picture: 

Why Truth? 

The most beautiful thing in the world is 
Truth. A woman may rouge divinely, bow 
her lips into a Cupid’s caress, cream to 
sweet innocence the dark shadows under her 
eyes, lure with the sophisticated lure of as- 
sured experience. 

And once the illusion is pierced—a punc- 
tured bubble! 

There is no comeback when a surface 
glitter is rubbed away. 

But Truth—it may be naked. It may be 
clothed in silks and satins. It may be torn 
apart, misunderstood, attacked on all sides. 
Yet it remains, fundamental. Anything to 
its detriment must fade away in the light of 
facts. 

One incorrect statement will practically 
kill the chance of any product with those 
who know better. It is instinctive to rea- 
son, “if unreliable in one thing—beware.” 

There is nothing, absolutely nothing, that 
will make us buy and be satisfied excepting 
confidence. 

Confidence, buildable only upon truth, 
is the golden key to sales. 


This editorial is an echo of the senti- 
ments voiced in a resolution adopted by 
the Associated Advertising Clubs of the 
World in convention at Baltimore in 
1913, when it became evident that 
there was a need for an organization to 
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patrol the avenues of paid EE 
keeping it free from the evils and n 
sances that were creeping in, in the 
forms of untruths, exaggerations, and} 
frauds. 


That resolution said in part: 


We believe in Truth, the corner-stone 


of all honorable and successful business: 


. We believe there should be no 
double standard of morality involving 
buyer and seller. l 


And with the adoption of that ae 
tion, there came into active being the 
National Vigilance Committee and its 
affiliated Better Business Bureaus, au 
integral part of the Associated Adver- 
tising Clubs of the World. Those 
present at that convention in Baltimore 
have seen the scientific evolution of 
advertising, have seen the ranks of the 
Truth-in-Advertising Movement swell 
until today 314 advertising clubs and 
25 affiliated associations and depart- 
mentals are included in the Movement 
that represents 30,000 advertising men. 

Since 1918 the Vigilance Department 
has developed from a staff of volunteer 
workers supported by only a handful of 
memberships into an organization that 
is supported by more than one thou- 
sand of the country’s largest and most 


s d 


representative business firms, with a . 


paid staff of more than a dozen execu- 
tives. The local vigilance work has 
progressed by leaps and bounds until 
today there are in active operation 
forty Better Business Bureaus in the 
principal cities of the country, sup- 
ported by the leading business concerns 
of the community and operated by a 
paid staff. More than $500,000 is be- 
ing spent yearly for the sole purpose 
of protecting advertising, building up 
public confidence in advertising and in 
ferreting out frauds and fakers from this 
field; an insignificant sum when com- 
pared with the total yearly investment 
in advertising. Only recently one 
large manufacturing concern appropri- 
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ated $12,000,000 a year for the purpose 
of presenting its message to the public. 


Tue Movement AND BUSINESS 


Every branch of organized business 
is represented in the movement for 
Better Business methods and itis a well- 
established premise that the movement 
is of great importance to the entire 
business world. 

Production and marketing, the two 
arms of business, are affected seriously 
by the fraudulent and misleading ad- 
vertising menace, for we have found 
advertising to be the keystone of these 
two correlated elements. If public 
confidence in advertising is destroyed 
or weakened by untruths, the whole 
industrial structure rests upon a shaky 
foundation. Bankers, manufacturers, 
merchants, farmers,—in fact all classes 
are affected, as I shall presently point 
out. i 

It must be understood that honest 
advertisers are legion, but often such 
advertisers err, or are perhaps over- 
zealous in their efforts to present their 
message. Should such mistakes be the 
cause of public indictment or should 
efforts be made to rectify such con- 
ditions? Thousands of dollars may be 
involved in a legitimate company whose 
advertising may be subject to question, 
and in its efforts to promote Truth, 
the Movement often secures a correc- 
tion of the mistake when not mali- 
ciously intended rather than be the 
cause of the concern’s downfall, there- 
by building confidence and creating an- 
other adherent to honest advertising. 

Only recently a reputable mail order 
house was found to be engaged in seri- 
ous malpractices in their advertising. 
Investigation by the National Vigi- 
lance Committee showed the presence 
of misdescriptions, fake testimonials, 
and exaggerated value claims. The 
president of the concern satisfactorily 
convinced the Committee that such 
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practices were no fault of his own, but 
were due to circumstances over which 
he had failed to provide supervision. 
Rather than publicly expose the con- 
cern’s methods through its own organi- 
zation, thereby causing loss of confi- 
dence and business, the Committee se- 
cured from the advertiser a promise of 
reform and required the concern to 
issue a letter of retraction, apologizing 
for the discrepancies and offering a re- 
turn of money to those who had been 
misled. This retraction was sent to 
the concern’s entire mailing list—more 
than a quarter of a million names—and 
forms the basis of the company’s irrevo- 
cable promise to adhere strictly to the 
truth in the future. 

In a case of this nature, and there are 
hundreds of similar ones, the Move- 
ment is directly assisting a producer of 
wealth to correct mistakes and miscon- 
ceptions that may in the future act as a 
boomerang, dulling the pulling power 
of his publicity. 


Buripine CONFIDENCE 


The Committee has but one aim, the 
building of public confidence in adver- 
tising in order that the advertising dol- 
lar may mean one hundred cent’s worth 
of printed salesmanship; in order that 
the reader may believe and buy with- 
out sneeringly tossing the advertise- 
ment aside with the comment, “Just 
some more advertising bunk.” Briefly 
stated, the purpose of the Movement is 
to create a maximum of public confi- 
dence in advertising by making all ad- 
vertising trustworthy. 

In visualizing the goal of its ultimate 
effort the Association must necessarily 
engage in a number of correlated activ- 
ities. In order to build confidence it 
must protect the public and endeavor 
to keep down the total of losses. This 
it does through the National Vigilance 
Committee and the Better Business 
Bureaus, by means of a “Before you 
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Invest—Investigate” service; an infor- 
mation service to individuals, cham- 
bers of commerce, other civic organiza- 
tions and publications; in addition to 
its exposures through newspapers and 
other means, of fraudulent enterprises. 
In this way fakers find it difficult to 
operate and because of the obstacles set 
up the proposition is often abandoned 
shortly after its inception. 

Where such methods do not achieve 
the desired result, prosecution is re- 
sorted to either directly or through the 
various agencies with which the Truth 
Movement co-operates. It must be 
understood that only a small percentage 
of the work of the entire organzation 
has to do with prosecution, indicating 
that while in many cases it is of direct 
and substantial assistance to the legally 
constituted authorities, the Movement 
accomplishes results that such author- 
ities cannot hope to obtain. The 
greater part of the vigilance work 
has to do with a frank and open discus- 
sion of questionable statements with an 
advertiser, thus obtaining an elimina- 
tion of misleading characteristics, at the 
same time making another friend and 
ally of the movement for Truth. 

Then again, the active co-operation 
of newspapers is part of the daily rou- 
tine, and many papers are governed in 
their acceptance of advertising copy by 
the facts set forth by the Truth Move- 
ment. In harmony with the educa- 
tional efforts of the Movement many 
publications refuse certain classes of 
advertising and some even go so far as 
to guarantee every stickful of advertis- 
ing appearing in the publication. It is 
not at all uncommon to find a reliable 
publication making a cash adjustment 
of a complaint registered by someone 
claiming to have been defrauded 
through an advertisement appearing in 
_the paper. Only recently an African 
reader of an American magazine was 
given a check for $85.00 by the publica- 
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tion, representing the amount lest by 
the reader in a fake song poem scheme 
that was advertised in the magazine. 
In this case the paper received less than 
$5.00 for the insertion of the smail clas- 
sified advertisement. Such a policy 
undoubtedly makes for continued sub- 
scribers and is a procedure that has its 
value in increased circulation. 

Practical. Definite. Helpful. As 
far as words can describe, these words 
tell the story of a service which has been 
aggressive and fearless, while ecnstruc- 
tive and co-operative in its reletion to 
each class of business. 


Tas RIGHT TO ADVERTIEE 


We believe that advertising -s an in- 
strument through which .the public is 
acquainted with a product or a service. 
The right to advertise is not ar. inalien- 
able right. It rests upon a franchise 
extended by the public and withdrawn. 
when public confidence is betrayed. 
It is an instrument whose use should be 
encouraged by those who have a legiti- 
mate message to present in a truthful 
manner. The fact that the 1924 con- 
vention of the Associated Advertising 
Clubs of the World was held in London 
is proof in itself that advertising is too 
great to be localized. It belongs to all 
races and creeds—it belongs to the 
whole world. Itis an excellent weapon 
for combating the menace of the faker, 
as has been illustrated by its growing 
use by the financial field. It was at 
one time considered an unetaical prac- 
tice for a reliable financial house to ad- 
vertise and as a result, fake promotions, 
stock jobbers, bucketeers, and other 
parasites of finance found th= gate wide 
open and stepped in and took posses- 
sion of the investor’s funds Ly means of 
sensational literature offering unheard 
of and impossible returns. 

They took, and continue to take, 
millions out of the pockets cf theinvest- 


ing public, and business thaz would ordi- 
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narily have accrued to legitimate finan- 


‘cial houses is lost, not only through 


the loss of regular business, but by 
means of the barrier raised by the 
slogan of the faker, “All brokers are 
crooked and Wall Street is a menace.” 
By assuming a disinterested attitude 
toward advertising, legitimate finance 
Was permitting an injustice to be 
worked on a public that had no means 
available of determining the true facts. 

Today advertising plays an impor- 
tant part in the marketing of legitimate 
securities just as it does in the sale of 
groceries or other commodities, and the 
public is becoming educated in the se- 
lection of worth-while investments, 


“voiding those fairies of finance that 


„Ter fabulous returns or who have a 
sure way of “beating” the stock mar- 
ket. As evidence of the growing re- 
spect of the financial field for advertis- 
ing, it is interesting to note that the 
Investment Bankers’ Association re- 
ported that $40,000,000 was spent in 
1923 in advertising. Furthermore, the 
sale of millions of dollars’ worth of 
public utilities securities to individual 
users, the development of the customer 
ownership plan, has been made possible 
by means of advertising. 

Not only does it believe that the use 
of truthful advertising should not be 
restricted, but the Committee contends 
that the practice of using disparaging 
staternents in advertising concerning a 
competitor should be avoided. Adver- 
tising is a powerful instrument for good 
and should not be used as a weapon by 
one advertiser against another. Time 
after time the National Vigilance Com- 
mittee has been called upon to act as a 
mediator in a dispute between two ad- 
vertisers who have carried their battle 
to the point of using the printed word 
in casting aspersions on one another. 
In many instances, the transgressors 
have been brought together, the harm 
of such methods has been pointed out, 
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and an amicable settlement has been 
reached. 

Not only does the Truth Movement 
correct misuse, misrepresentation, and 
exaggeration in advertising, but it 
plays an important part in the inves- 
tigation and elimination of frauds that 
no manner of moral persuasion could 
possibly make right. It is variously es- 
timated that between $600,000,000 and 
$1,000,000,000 is lost yearly by one mil- 
lion people through frauds in the shape 
of stock promotions, bucket-shops, 
something-for-nothing schemes, and 
various other devices used in mulcting 
a gullible public. This great loss has 
all the symptoms of an economic waste 
in that the millions that should right- 
fully go into legitimate avenues of 
trade, into home building and industry, 
is lost forever to the thousands of per- 
sons that can ill afford such losses. 
This huge loss represents approximately 
one-fourth of the total amount of new 
financing for 1923. Ministers, school 
teachers, widows, government clerks, 
foreigners, and even professional and 
business men form the nucleus of the 
class made famous by Barnum—the 
great American sucker. 


DIVISION OF OPERATIONS 


The work of the Truth forces falls in- 
to two natural divisions of business— 
merchandising and finance—thus in- 
cluding practically every known com- 
modity, security or service. It is well 
to have these divisions clearly in mind 
when analyzing the effect of the Move- 
ment on the wealth-producing elements, 
taking into consideration the benefit 
accruing to each particular unit. The 
intangible, unseen, indeterminate value 
of this Movement has already been 
shown in its general activities In pro- 
moting better business methods and 
truthful advertising. Itis already con- 
ceded that the organization helps all 
business by building public confidence 
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in business. On the other hand, indi- 
vidual wealth-producing factors are di- 
rectly affected. It is in this phase that 
we are primarily interested here, a 
phase that provides us with a definite 
idea of the success of the work. 

Perhaps the most direct way of illus- 
trating the value of the Truth Move- 
ment is to present a picture of the 
accomplishments of the Vigilance De- 
partment in particular fields of en- 
deavor, secondarily considering the 
value of such activity to the remainder 
of the field. Let us first visualize and 
analyze the effect on the financial field. 

Only a few years ago it was common 
to see an advertisement of a promoter 
offering fabulous returns on an “invest- 
ment” running adjacent to a conserva- 
tive announcement of an established 
banking house offering bonds yielding 5 
per cent. What chance had the latter 
against the appeal to the something- 
for-nothing instinct as exemplified in 
the promoter’s advertisement? An 
advertising expenditure that brought 
no return—practically a waste. 

The Truth Movement during its co- 
operation with chambers of commerce, 
blue sky commissions and the Federal 
authorities, has been instrumental in 
running to earth these free-booters of 
finance, and has done much to make it 
safe and profitable for the legitimate 
house to advertise, thus assisting in the 
tearing down of the barriers of prejudice 
against advertising that existed. 


ELIMINATING FAKE PROMOTER 


Perhaps the Movement’s outstand- 
ing accomplishment in the field of fairy 
finance was the recent campaign of ex- 
posure that culminated in the sentenc- 
ing of scores of oil stock promoters to 
the penitentiary for using the mails to 
defraud. At the height of the oil stock 
boom, an investigator of the National 
Vigilance Committee was sent to Fort 
Worth, Texas, where he accumulated 
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evidence of the conditions existing 
there. These facts were presented to 
the public as a warning of the cupidity 
of the oil stock promoter and was per- 
haps the first word to a credulous pub- 
lic that a wholesale campaign of fraud 
was being conducted in the oil field. 
Indictments and convictions of such 
outstanding figures as Dr. Frederick A. 
Cook, the Arctic explorer, 5. E. J. 
Cox, famous as a writer of lurid ad- 
vertising literature, Pat Marr, a youth- 
ful exploiter of investors’ hopes, But- 
ler Perryman, and myriads of others 
followed. 

Thefamous Pan Motor case, acknowl- 
edged to be one of the greatest stock 
peddling schemes ever perpetrated, th 
exposure which brought fame to thd 
Truth Movement, took millions from 
unwary investors and resulted in the 
sentencing of the promoter, Pandolfo, 
to ten years in the penitentiary. Al 
Bidwell of Buffalo sold thousands of 
shares in his Angola tire scheme. The 
Commonwealth Hotel Construction 
Company was compelled to abandon its 
visionary club-hotel, stock-selling plan. 
The L. R. Steel Company had a vision- 
ary scheme that obtained the savings of 
thousands of investors; James Elliott 
and his Business Builders disposed of 
thousands of dollars’ worth of stock in 
companies now no longer heard of. 
Josiah Kirby and his Cleveland Dis- 
count Company obtained thousarsids of 
dollars from the public. Morton 5. 
Hawkins with his chain of loan banks 
found himself in the clutches of the law, 
and countless others have added to the 
phenomenal loss to investors. 


Loan COMPANIES 


The financial schemes that the Truth 
Movement has exposed and warned 
against are many and varied. The 
Movement has assiduously opposed the 
operation of hundreds of three and four 
per cent loan and home building com- 
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panies that have taken such a toll from 
home seekers by means of a contract 
having many of the features of a lottery 
anda gamble. It is interesting to note 
that the promoters of the Union Home 
Builders, the largest company of this 
kind and one of the first in the field, 
were recently indicted on a charge of 
defrauding the public. A postal fraud 
order declares the company’s contracts 
to be lotteries and therefore no further 
business can be received by the com- 
pany through the mails. 

The legislature of the state of New 
York a year ago passed a bill prohibit- 
ing such schemes from writing con- 
tracts in New York State, and several 
other commonwealths have gone defi- 
nitely on record against such proposi- 
tions. Practically every large city and 
many small ones had several of these so- 
called home building companies that 
permitted the holder of a numbered 
contract to obtain a loan with which to 
build a home when his number was 
reached. In some instances it was 
shown that an individual might deposit 
a weekly or monthly sum for forty 
years before his number in the series 
was reached, provided the company 
could work out its promises—in many 
cases, a highly improbable feat. 

What is the local result of such 
“loan” schemes, aside from loss of con- 
fidence and the out-of-pocket loss of an 
individual whose heart-strings were 
played upon in holding out to him high 
hopes for a home of his own? In the 
first place, the local building and loan 
associations and banks lost the use of 
such funds; a contractor or builder loses 
a contract; local lumber and hardware 
dealers lose an order; carpenters, plas- 
terers, and other workmen lose a job, 
while the only item on the credit side of 
the ledger, appearing as the promoter’s 
gain, is offset by his later loss of repu- 
tation and perhaps confinement in 
prison. 
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Scoemes Vary 


Other schemes include perpetual mo- 
tion machine promotions, compressed- 
air automobile exploitations, aeroplane 
transportation companies, booze run- 
ning expeditions, oil and mining stock- 
jobbing propositions, bucket shops, 
fake tire schemes, blind pool specula- 
tions, moving picture promotions—in 
fact, any proposition or invention that 
has merited public interest, has been 
used by these piratical parasites in sep- 
arating the unwary investors from their 
money. They have taken money that 
would ordinarily have gone into or re- 
mained in banks to be used in home 
building, the development of economic 
resources and the building up of indus- 
try and wealth. Just so much poten- 
tial force for good lost forever to the 
community. 

However, the past few months have 
witnessed the exodus of many of the 
glib-tongued gentry from the ranks of 
stock peddlers and confidence men into 
new and greener pastures. Perheps 
the peddling of questionable securities 
has been made so difficult and prosecu- 
tions have made such a lasting impres- 
sion that some new field must be sought 
where a substantial profit can be had 
with little or no risk. Consequently we 
find many of our old friends offering 
different real estate propositions to 
the individual investor. Muscle Shoals 
lots, fig farms, various kinds of orchards, 
and other real estate investment possi- 
bilities are now being offered and being 
accepted by many who no longer feel 
the lure of the gilded stock certificate. 


EFFECT on SALES 


A highly instructive article recently 
appeared in Printers’ Ink under the 
title “The Blue Sky Promoter Is Steal- 
ing Your Sales.” 

The author of this article, from a new 
viewpoint, intelligently discusses the 
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ever-pressing problem of the relation of 
the dispenser of patches of blue sky to 
fields other than the security market. 
In discussing the ramifications of the 
get-rich-quick evil it was pointed out 
that fields of merchandise were just as 
easily affected by the menace of the 
promoter because the purchasing power 
of the person defrauded was diminished. 
A striking illustration of the result of 
such losses on sales is provided when 
the author shows that $500,000,600 lost 
yearly could well mean 10,000,000 suits 
of clothes at 850.00 each; could be equiv- 
alent to 1,000,000 tractors at an aver- 
age of $500.00 each; and the effect on 
individual national advertisers could 
possibly be measured in terms of 200,- 
000,000 Congoleum rugs, size 8 by 6 
feet, retailing at $2.50 each. 

In calling to the attention of the busi- 
ness man the effect of the operations 
of such parasites of promotion, who can 
only dispose of their worthless securi- 
ties through advertising, Printers’ Ink 
continues to lend its valuable assistance 
to the Truth Movement. Due credit 
is given the Associated Advertising 
Clubs and its Vigilance Department 
for their activities in keeping this loss 
down by means of its activities in 
eliminating the faker and educating 
the public to the type of scheme that 
should best be avoided. 

So much for the effect of financial 
frauds on business. In passing, it is 
well to understand that the Truth 
Movement in driving out the faker is 
enhancing the cause of legitimate fi- 
nancing. It is not establishing barriers 
against the sale of legitimate securities. 
On the contrary, the Movement is pro- 
tecting the development of that most 
important economic factor—capital— 
and in its efforts it accomplishes two 
things. First, by lending its assistance 
in the securing of capital for legitimate 
purposes in a legitimate manner by 
showing to the individual investor, an 
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important source of capital, the exist- 
ence of an agency operating to protect 
him and to segregate for him the un- 
worthy from the worthy financial ven- 
tures; and secondly, by exposing the il- 
legitimate scheme and preventing a loss 
of capital to the individual. 


Prrovuu Cases 


Many heart-rending cases have come 
to the attention of the Truth Move- 
ment. A widow, broken in health, 
“invests” the proceeds of her hus- 
band’s life insurance policy in a “sure 
thing” only to lose all, necessitating | 
the farming out of her children to 
friends and relatives because of her in 
ability to care for them. A New York 
physician, once gifted with a large and 
substantial practice lost because of his 
grief at the death of his son in the 
World War, parts with his savings of 
years hoping to obtain sufficient return 
to tide his wife and himself over the 
lean years until the return of his health 
and ability. In the files of the Na- 
tional Vigilance Committee, there are 
many pitiful, gripping letters reciting 
similar occurrences, a reading of which 
is sufficient to make an honest person’s 
blood boil at the callousness and duplic- 
ity of the recalcitrant stock promoter 
and bucket-shop operator; all express- 
ing the grief of a broken-hearted in- 
dividual whose faith has been dragged 
through the mire of deception and who 
emerges with eyes closed against all 
legitimate effort, a living protest 
against the unscrupulous advertiser. 

For every unworthy scheme there 
are dozens of worthy propositions 
offered as shown by the estimate that 
in. 1923 $5,000,000,000 was used in new 
financing. However, it is necessary 
that a close scrutiny be kept on all new 
modes of financing and the willingness 
of a financial advertiser in presenting 
complete details to the National Vigi- 
lance Committee or the Better Busi- 
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ness Bureaus is often taken into consid- 
eration in determining the legitimacy 
of the offering. Novel and ingenious 
schemes are not always fraudulent 
but must be carefully watched. 
Only recently a new type of investment 
was offered by a financial house of fa- 
vorable repute. The proposition was 
a worthy one and because of its merit as 
an investment was able to pass the 
scrutiny of the most credulous with fly- 
ing colors. However, soon after, there 
appeared an offering of a smaller finan- 
cial house, based on the same idea but 
advertised by statements that were 
subject to challenge. The latter house 
was clearly playing with fire in its ef- 
orts to outdo the originator of the idea 
and it became evident that not only 
would the house itself be criticized, but 
the new method would soon be value- 
less, if misrepresentation and exaggera- 
tion were permitted to continue in the 
advertising of it. The National Vigi- 
lance Committee immediately got in 
touch with the offender and asked that 
future copy contain more accurate 
statements that were clear and decisive 
and not subject to two interpretations. 
In this case the barn was locked before 
the horse was stolen and another name 
was added to the list of friends of the 
Truth Movement. 


CATCH-PENNY FRAUDS 


While the marketing of spurious se- 
curities, and the offering of other types 
of financial schemes, is directly respon- 
sible for the loss of millions of dollars 
yearly, still there are many catch-penny 
frauds that take a heavy toll from the 
unwary public, although the individ- 
ual loss is trifling. Such schemes, as 
investigated and exposed by the Truth 
forces, include the sale of work-at-home 
outfits; song poem propositions; some- 
thing-for-nothing offers, and various 
educational propositions. The home- 
work artist directs his appeal to a class 
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of persons known as “shut-ins,” who 
because of physical disability are un- 
able to get out to work, yet are desirous 
of securing some manner of income. 
Promises of $25 and $50 weekly income 
are made to those persons who can 
paint lamp shades, embroider or koit 
articles of wearing apparel, who can 
mail out circulars, compile mailing 
lists, or do any of the many things that 
go hand-in-hand with the work-at- 
home proposition. 

For $2.00 an outfit of sheet music of 
questionable value, together with a kit 
of cheap mailing circulars, could be ob- 
tained from a Broadway music concern 
of questionable standing, who claimed 
that several times the amount invested 
could be earned by the worker. Paint- 
ing outfits have been sold for $7.50 with 
a promise that acceptable work will be 
purchased from the worker by the con- 
cern selling the outfit. However, no 
matter how proficient or experienced 
the worker may be, the company: finds 
sufficient reason to warrant the sending 
of a form rejection letter, recommend- 
ing a continuation of the worker’s effort 
to produce acceptable work and further 
recommending the purchase of addi- 
tional material. 

Recently, the Committee broad- 
casted a report on a St. Louis concern 
that offered a list of buyers of farm 
lands. The list was contained in a 
stamped, sealed, self-addressed, return 
envelope, which could be opened by the 
recipient, if a payment of $2.00 was 
made—otherwise, the person was under 
obligation, so the offer inferred, to de- 
posit the unopened return envelope, 
containing the list, in the mails. In 
several instances, letters addressed to 
names of buyers on the list were re- 
turned to the sender “unclaimed.” 

An ingenious Canadian recently sent 
appeals into this country on letterheads 
similar in appearance to the letters used 
by old time liquor houses, offering 
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twelve full quarts of Canadian Rye 
(“the beverage of our grandfathers’’) 
at the price of $18.00 for the case— 
nothing added or taken away—delivery 
guaranteed. Those gullible and thirsty 
Americans sending the money received 
in return twelve full quarts of Canadian 
Rye, ’tis true, but the “Rye” was rye 
grain, suitable as a beverage and a sub- 
stitute for coffee. The performance 
adhered closely to the letter of the 
promise, in this case, but at the same 
time was inherently a fraud and as 
such was excluded from the mails by a 
vigilant Post-Office Department. The 
famous endless chain, petticoat-for-a- 
dime scheme, operated from Chicago 
several years ago, literally brought the 
promoters a deluge of dimes before they 
met their Waterloo in the form of post- 
office inspectors. 

Countless other petty merchandise 
frauds—the majority of them the prod- 
uct of an ingenious but unscrupulous 
brain-—have taken from the public a 
sum inestimable because of the aversion 
of the losers to complain of the loss of a 
small sum. 

Case Work 

A great amount of the Truth Move- 
ment’s work is unseen and unheralded, 
especially in the handling of cases in- 
volving ‘misleading and deceptive, as 
distinguished from fraudulent, adver- 
tising of some article of: merchandise. 
Misbranding and mislabelling have 
long been subjects of abuse by adver- 
tisers, some unintentionally infringing 
on another’sname; others knowingly do- 
ing so, and still others using trade terms, 
that in themselves are deceptive and 
misleading. Many local dealers mis- 
use nationally advertised trade marks 
either ignorantly or maliciously in dis- 
posing of goods of inferior quality. 
The Truth Movement has effectively 
handled many cases arising regarding 
the infringement of such terms as 
“B. V. D.,” as used by many merchants 
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in describing an athletic type of under- 
wear, rather than a particular product 
of a particular company. 

A campaign of prevention and cure 
of misbranding has been under way for 
some time, with the Truth forces co- 
operating with the Federal Trade Com- 
mission. Misleading trade-terms that 
are not descriptive of the goods so 
named have been particularly prevalent 
in the textile field. Beginning with the 
famous decision of the Supreme Court 
in upholding the ruling of the Federal 
Trade Commission in the Winsted 
Hosiery case, there has been a gradual 
diminishing of terms that describe a 
type of fabric of greater quality than 
the material contained in the product, 
so named. The National Vigilance 
Committee more than a year ago con- 
ducted a research into misleading tex- 
tile names from the public’s standpoint 
with the aid of the Research Depart- 
ment of the, New York University. 
The findings were compiled into a 
booklet and distributed to manufac- 
turers, jobbers and retailers, as a guide 
in the future coinage of trade names. 

In many cities where Better Business 
Bureaus are in operation a particular 
code of branding is in effect in the vari- 
ous fields of merchandise. A number 
of Better Business Bureaus have se- 
cured the co-operation of local fur 
dealers in qualifying such terms as 
“Hudson Seal” and “Sealine” with a 
true description, such as “Dyed Musk- 
rat” or “Dyed Coney.” 

For several years an active campaign 
has been waged against the mislabelling 
of furniture, both finishes and veneers 
being confused with or passed off as 
solids. Woods different from those 
mentioned in advertising have been 
found in the products of some offenders. 


COMPARATIVE PRICES 


Values and prices when used as com- 
parisons have been greatly abused and 
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at one time it began to appear that 
comparative prices or values would 
lose their usefulness. A number of 
large retailers of national reputation 
have ceasedentirely the use of compara- 
tive figures, while in the majority of 
Bureau cities a merchant is required to 
use only the last marked price of an 
article in comparison with the present 
reduced prices. In many Bureau cities 
comparative values are only used when 
the value given an article is indicative 
of the price at which several other 
stores in the vicinity are selling the 
same article. It is the belief of the 
Truth Movement that if a legitimate 


~-aving is effected or the article is worth 


more than the price asked, then the 
public should certainly be given the 
privilege of ascertaining the true facts 
rather than have their judgment influ- 
enced by the enthusiastic opinion of the 
seller, that a $25.00 article is worth 
$100.00. Im such cases, those that 
come to buy often remain to scoff. 

So much for a recital of just a few of 
the activities of the Truth Movement. 
As previously shown, the work affects 
every branch of business while certain 
additional pressure may be brought to 
bear on particular fields at particular 
times. At one moment an intensified 
campaign of ridding the tire industry of 
the “‘gyp’”’ tire dealermay be underway; 
at another time a campaign against dis- 
pensers of hand-me-down re-covered 
mattresses may be in full blast; fake 
batteries and battery solutions may be 
under intensive investigation; question- 
able correspondence schools may re- 
ceive our concerted attention or the 
movement may be ferreting out fake 
medicinal preparations or cures. 

The effect on each field is clearly dis- 
cernible and the reputation of legiti- 
mate concerns is kept clean from the 
smudges of the “gyp” operator and 
questionable advertiser. Representa- 
tives of all lines of business. are inter- 
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lending all their facilities to the promo- 
tion of Truth. A large Detroit depart- 
ment store has a standing offer of a 
reward to each employe calling to the 
attention of the management any adver- 
tising statement that differs from the 
standards adopted by the concern in a 
pamphlet issued to all employes. The 
trustees of the National Vigilance Com- 
mittee include men of national repute 
in their particular fields while the advi- 
sory boards and directors of the various 
Better Business Bureaus are the out- 
standing figures of their particular line 
in the community. Jewelers, newspa- 
per men, bankers, hardware dealers, 
public utility executives, haberdashers, 
department store heads—in fact, every 
line of business where advertising is 
used is represented in Lhe Truth Move- 
ment, 
VALUE TO RETAILERS 


So far as retailers are concerned, it is 
interesting to note the opinion of a 
leading merchant to the effect that 
Truth work increases gross profits on 
sales. This dealer says: 

While Truth in advertising may not re- 
duce the expense of doing business, when 
merchants are anxious to swell their volume, 
yet it is responsible in large degree for in- 
creased percentage of profits, putting all 
factors into a pot and shaking them up. 
My opinion is that the work of the Vigi- 
lance Committee is worth at least $10,000 a 
year net to us. 


Just by way of illustrating further the 
cash drawer value of the Truth-in-Ad- 
vertising Movement, the following case 
is cited: 

The advertising manager of a large 
department store, where a Better Busi- 
ness Bureau was at work investigating 
and correcting confidence destroying 
advertising, removed to a similar posi- 
tion in an eastern city where no practi- 
cal Truth work had been done. His 
advertisements failed to pull as well as 
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in the city where corrective work was 
takingplace. He found that merchants 
in the eastern city invested more for 
advertising in proportion to sales than 
merchants in the city where advertising 
was safeguarded by the Better Business 
Bureau. 

He found that a store in an eastern 
city, doing a business in excess of five 
million dollars a year, spent $178,000 
for advertising, not including trading 
stamps which were charged to advertis- 
ing, the percentage amounting to ap- 
proximately 3.5 per cent. A store of a 
similar class in a western city showed 
a sales volume of $4,300,000 against an 
advertising expenditure of $143,000, or 
approximately 2.8 per cent. In the 
eastern city, a store which had built up 
public confidence in its merchandise 
and in its services until it had won a 
reputation for quality, did a business of 
seven million dollars a year and spent 
$150,000 for advertising, or a little over 
2.1 per cent of its sales volume. A 
store of a similar class in the western 
city did an annual business of $86,300,- 
000 and spent $93,000 for advertising. 
or approximately 1.5 per cent only. 
These are actual figures of successful 
department stores in these two cities. 
The two eastern stores spent 3.5 per 
cent and 2.1 per cent of gross sales for 
advertising, whereas the stores in the 
western city, where a Better Business 
Bureau was in operation, and where 
Truth-in-Advertising was a rule, found 


it necessary to invest only 2.8 per cent ' 


and 1.5 per cent respectively; actual 
proof that organized Truth-in-Advertis- 
ing work makes advertising expendi- 
ture more productive. 


FURTHERING LEGISLATION 


Not only is the Truth Movement pre- 
serving the integrity of advertising, and 
not only is it eliminating fakers and edu- 
cating the public to the idea that there 
is a Golden Rule in advertising, but it 
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has been actively engaged in the fur- 
therance of legislation that has made it 
more and more difficult for the confi- 
dence destroyer to operate. As an ex- 
ample of its work, the Associated Ad- 
vertismg Clubs of the World was in 
many instances a contributing cause to 
the adoption of the model advertising 
law in the various states—a law drawn 
up by Harry D. Nims for Printers’ Ink 
and known generally as the Printers’ 
Ink Model Statute. 

Better: Business Bureaus and Adver- 
tising Clubs have secured many and 
various ordinances in their particular 
communities looking toward the pro- 
tection of their business men from- 
the ravages of the faker. In some 
communities, comparative price limit- 
ing ordinances are in effect and 
laws against advertising second quality 
goods as “firsts” are on the statute 
books, while in nearly every large city 
laws regulating the operation of itiner- 
ant merchants and peddlers are en- 
forced. Furthermore, the Movement 
has been instrumental in the develop- 
ment of blue sky legislation to prevent 
the wholesale distribution of wildcat 
securities. 

On the other hand, the Movement 
accomplishes its desires in the great 
majority of cases without resorting to 
the law. The legitimate advertiser, 
comprising more than 90 per cent of the 
profession, prefers to have his problems 
intelligently discussed in a friendly way 
rather than later come under the sur- 
veillance of the law. 

The National Vigilance Commit- 
tee and the Better Business Bureaus 
do not represent any one branch of 
business. They represent advertising, 
the common instrument of all business. 
Therefore the Movement cannot be ac- 
cused of jealousy or a competitive mo- 
tive. Conclusions and actions are ar- 
rived at in a fair and unbiased manner 
backed by actual facts. The Move- 
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ment’s sole interest is in advertising, 
and the Association is in the closest 
possible touch with its every form and 
branch, some forty in number, includ- 
ing newspapers, magazines, posters, 
moving pictures, direct mail and the 
like. No other organization can so 
effectively detect advertising misuse 
and abuse and can take steps towards 
the elimination of such conditions. 
The organization can take a broad view- 
` point, disinterested so far as a single in- 


ba 


173 


dustry is concerned, a circumstance 
that the faker finds difficult to make 
capital of in his effort to make himself 
out a victim of persecution. 

The Movement is bringing all classes 
of business under the banner of ‘Truth 
and is building up the idea that the 
public must be given primary consider- 
ation. The old adage of the common 
law, “Caveat Emptor,’ is thus fast 
giving way to the phrase, ‘Caveat 
Vendor’’—let the seller beware! 


The Modern Sales Manager and His Developing 
Technique 


By J. Russert DOUBMAN 
University of Pennsylvania 


HE use of the word sales mana- 

ger in a modern sense has as 
its meaning, the direction of the activ- 
ities in the field of merchandising, 
which are definitely related to selling. 
His developing technique implies an 
analysis of the historical in order to 
forecast development. Just a few years 
ago, the sales manager’s position was 
considered indefinite as to both duties 
and scope, and in general more or less 
of a loose-end job. It is only within 
the past few years that any definite 
plan has been observed as to the quali- 
fications and duties of the office. It 
seems to me that, when business began 
to divide its activities upon some logi- 
cal basis and to recognize the inter- 
dependence of departments, at that 
moment of time we came to see the 
light as far as the sales manager and 
his duties are concerned. The division 
of business activities into those con- 
cerned with (a) finance, (b) production, 
(c) distribution, and (d) clerical admin- 
istration, while not in itself revolution- 
ary, did much to develop specialists in 
the variousfields and rightfully to deter- 
mine the responsibilities of each group. 
The use of the word “modern,” then, 
as it refers to this field is certainly 
justified, and we find our problems 
definitely related to that which has 
never been done before. 

The use of terms in the field of dis- 
tribution could well undergo a little 
supervision at the hands of some im- 
partial body so that we may avoid 
widespread misuse of certain funda- 
mentals. In connection with the subject 
at hand, I find that certain authorities 


in referring to the work of the sales 
manager do so under the heading of 
administration, while others refer to 
the same activity as executive in 


nature. But is it not desirable to under- 


stand, if we use the legal phraseology, 
that an executor is subject to control 
by rules of procedure which are already 
formulated by others and only the 
details are left to his execution, whil 
in the case of the administrator he acts 
as his own initiative dictates, beix, 
responsible only for the results? With 
this definite plan in mind it becomes 
an easy matter to look at an organiza- 
tion and definitely decide in the great 
majority of cases whether the sales 
manager acts in an executive or an 
administrative capacity. 

In further dividing the activities 
of any particular business, I find a very 


‘definite operating plan which extends 


from the top of the organization down, 
which in this manner has a board of 
control appointing the chief adminis- 
trative officer, the president, and then 
in turn, with his consent, vice-presidents 
in charge of each of the four main divi- 
sions of the business (production, 
finance, distribution, and clerical). 
The vice-president of distribution then 
in turn may appoint his managers for 
executive work in the fields of adver- 
tising, selling, and service. There has 
been much said of late concerning the 
advisability of having the advertising 
function, since it is aimed at the in- 
fluencing of consumer purchases, re- 
sponsible directly to the sales manager. 
Whether this is advisable or not is 
debatable, but it is certain that the 
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advisability of absolute co-operation 
between the two departments is essen- 
tial. 


ANALYZING Work or DISTRIBUTION 


The work of the department of dis- 
tribution is therefore subdivided, as we 
have said, into functional activities, 
and each of these activities is again 
divided ‘into some specialized detail. 
The particular work over which the 
sales manager has jurisdiction is then 
the subject of analysis. In the first 
place, the activities which are most 
necessary are those dealing with field 
organization, that is the plan under 
which the salesmen are goingto operate. 
Secondly, a full realization of the prin- 
ciple of interdependence and the abso- 
lute necessity of co-operation with 
other activities of the business. This 
latter phase is particularly difficult 
for the average sales manager to real- 
ize. He is creative and dynamic and 
is inclined to feel that the business is 
more dependent on his activity than 
any other, often forgetting the place 
in his enthusiasm which should be 
accorded the factors of production, 
finance, and the mechanical adminis- 
trative operations. 

The other phases of his activities 
center around the work of research, 
both the assembling and analyzing 
of statistics gathered from external or 
internal sources. In addition he often 
has supervision of the clerical work 
connected with credit and delivery as 
well as the larger field of endeavor 
comprising the management of the 
sales force, the methods in use and the 
determination of principles and poli- 
cies. This latter division is one of the 
expressions which admits of standard- 
ization. Principle is established when 
we refer to that plan which is estab- 
lished and unalterable, It is the gen- 
eralizing idea and is opposed to the 
policy which is but a temporary plan, 
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subject to alteration as the conditions 
change. It is worthy of note that in 
addition to these functions there is a 
limited use of the term sales manage- ` 
ment inasmuch as it is almost solely 
used by large wholesale houses and 
producers who have established sales 
organizations. It has rarely been used 
in connection with retailing by larger 
concerns. 

The work which deals with the statis- 
tical and clerical phases of management 
has been very definitely organized. 
Though some still believe that the 
personal element will be the imponder- 
able, there is in that side a tendency to 
newer development and tangible re- 
sults. To give a summary of what has 
been accomplished in the static divi- 
sions, we see that the field organiza- 
tions have been carefully charted for 
many companies. Thus there are 
recognized types of procedure which 
depend for their effectiveness upon the 
amount of control exercisable over 
them and that these divisions are, 
roughly: 

(1) Direct control from the central 
office. The selling units sent out from 
and controlled by that office. 

(2) Direct control from the central 
office but with resident sales units in 
the various territories. 

(8) Established warehouse facilities 
in various points accessible to proper 
transportation facilities and capable of 
operation under either of the above 
plans. 

(4) Branch offices. Being a larger 
unit than the next and having consid- 
erable latitude in the manner of con- 
ducting the business in a particular 
territory. 

(5) District offices. Much the same 
as the former in operation though 
usually on a smaller scale. 

Each of the above naturally has its 
own organization in turn, but as we 
proceed to these smaller units the 
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manner by which the organization is 
affected varies with every unit. If the 
advertising and export divisions are 
under the direction of the sales de- 
partment they, too, would have their 
activities listed under the group 
above. 

The principle of interdependence is 
one which should be very carefully con- 
sidered for, unless the manager has an 
appreciation of the usefulness, limita- 
tions, and capabilities of the other 
three elements, there is bound to be 
friction instead of co-operation. We 
should realize that the financial in- 
terests of the company put certain 
limits upon administrative or clerical 
work, so that it bears a direct relation 
to the other functions and is not dis- 
proportionate either in its receipts or 
expenditures. ‘Then, too, the sales 
group under the distributive activities 
must recognize that the financial as- 
pects demand protection in tHeir ac- 
counts, that the matter of profits is 
essential, and that there is a burden 
put upon it to sell the goods produced. 

So in the case of every other activity 
there must be an interdepartmental 
unity if a smooth organization is to 
exist. Not so long ago the distribution 
department of a nationally known con- 
cern created a demand for a product 
which was far in excess of the possible 
production. Following this, I under- 
stand, there was a thorough under- 
standing of co-operation within the 
organization. In addition to this 
co-operation there is co-operation nec- 
essary within each specific group of 
activities. The distributive depart- 
ment must realize that if there is not 
co-operation in their own group, cha- 
otic conditions will result and re- 
organization is then the only practical 
remedy. So harmony must exist be- 
tween the credit, delivery, and sales 
divisions of the distributive depart- 
ment. 
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Resrarce WORK 


The research work of the depart- 
ment of distribution which is of par- 
ticular value to the sales manager in- 
volves the work which is done by those 
in the office and deals with the static 
factors. It is an internal analysis. 
The sources of information for this 
work are varied, but include all gov- 
ernment reports, including the publi- 
cations of the Departments of Agricul- 
ture, Commerce, Interior, Treasury, 
War, Post Office, and Labor. All com- 
mission reports whether Federal Trade, 
Interstate Commerce’ or Tariff are be- 
coming increasingly recognized as in-. 
dispensable in helping to establish 
sound policies. Next in importance 
are state reports, or any reports issued _ 
by national business organizations or 
trade associations. Local business 
organizations, competitors’ records and, 
lastly, though of most importance 
from the individual standpoint, the 
records of the business itself. In addi- 
tion to these sources we have the 
various business agencies whose work 
is statistical and rendered as a paid 
service. ‘Then, too, recently we have 
the work of the various college re- 
search groups as well as individual 
counsellors. 

The field work or external analysis 
is mostly done through the sales force 
or trained investigators. Their meth- 
ods include interviews or observa- 
tions. Though not as mathematically 
accurate as some of the other methods, 
it gives some very personal or local in- 
formation which would be missed if 
a purely statistical report was to be 
taken without modification. 

The next phase of the work of the 
distributive department is one upon 
which there may be discussion as, to 
whether it is even in accord with sound 
policy to include it under this group. 
The credit and delivery functions, 






Tus Mopern Saves Manager anp His DeveLormne TECHNIQUE 


however, are self-explanatory as to 
their place and accomplishments, so 
that aside from the advisability of 
placing them under the supervision of 
another department there can be little 
discussion of their service. 

It is rather important for us to 
realize that under any such division of 
activity it is necessary for the sales 
manager to realize the importance of 
each of the above phases and to know 
just when to get certain information 
and how to use it. For example, the 
researches may be made with the idea 
in view of getting a merchandising 
analysis, or as preliminary to an adver- 
tising campaign, or again for the plan- 
ing of a complete sales campaign. In 
each of these cases the sales manager 
must be able not only to analyze the 
facts after they have been presented 
but also to direct the gathering of the 
data. We thus see that the sales 
manager has with relation to even the 
static and regular function of a busi- 
ness a definite work to do. There is, 
therefore, a constructive element in 
addition to the regular detailed effort. 


ÅPPLYING RESULTS or ANALYSIS 


With this general survey let us 
proceed to analyze the sales manager’s 
‘\\development as it directly affects the 
intangible things over which he has 
control and which in all probability 
will mean the greatest source of devel- 
opment in the immediate future. This 
work has the establishment of certain 
fundamental plans as its corner stone 
and then the dealing with the human 
factor and the problems which this side 
of the work presents. It is hoped that 
this development will go far toward 
solving upon scientific and factual 
grounds those problems formerly re- 
garded ‘as having only individual 
opinions as a foundation. 

In the matter of principle and policy 
I find that, though there is a very 
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definite and well-functioning research 
group in many institutions, there is a 
definite lack of organized effort directed 
toward an analysis of the facts which 
the research reveals. Statistics are not 
worth much as facts. They are im- 
portant as they are used to indicate 
tendencies or to dictate future proce- 
dure. Then, too, they must be read 
with care. Town A may have 50,000 
inhabitants, and town B may have an 
equal number. From a merchandising 
standpoint this may mean nothing. 
Further analysis is necessary, for the 
things which would affect the two 
towns might be very different: the kind 
of industry, the kinds of inhabitants, 
the buying possibilities involving the 
wealth of the population, the nearness 
to large cities, climatic conditions, the 
possible use of trains or automobiles, 
depending on highways in order to 
route salesmen, the accommodation for 
these men, the sources of distribution. 
Can any but a trained man give proper 
weight and value to these factors? 
This is the question which, when 
negatively answered, has opened the 
whole field of sales management to a 
new type of executive. And inci- 
dentally it has made the type of man 
possessing this training a better ad- 
ministrator than most men trained in 
the other divisional activities. 

One case has come to my attention 
where a nationally known concern was 
spending several thousand dollars a 
year to create demand among a special 
group of people. During the years in 
which this expenditure was being 
made there was not one place nearer 
than four miles where the product 
could be bought. That their sales 
manager was not in accord with the 
advertising manager is the only con- 
clusion which would account for such 
a discrepancy. 

Another case shows how the sales 
managers themselves are not fully 
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cognizant of conditions. Sometime 
ago a number of sales managers were 
asked concerning governmental activi- 
ties and whether they felt that these 
activities interfered with their work to 
any appreciable extent. The answer 
was as might have been anticipated. 
The government was entering into 
their businesses entirely too much— 
less control was their slogan. Less 
government interference was needed. 
But here was the rub. I made inquiry 
concerning what these men were at- 
tempting to do in the way of anticipat- 
ing governmental action, trying to find 
what study they were making on the 
subject of economic problems and the 
solutions vital to the public as well as 
the effect they would have on their 
businesses, whether they knew what 
effect materialization of public opinion 
into law would have on their business. 
There was not an answer which could 
be regarded as constructive in policy 
or thought. There is a cry for men of 
vision in this field. J emphasize it at 
this point, for unless we anticipate 
the intangible, unless we visualize pos- 
sible negation as well as the positive 
elements, we are not living up to the 
best which this or any profession has 
to offer. 

Let me cite one more example of the 
possibility of non-co-operation within 
an organization. This time an ad- 
vertising manager came to me and 
presented an advertising appropriation. 
What proportion of the amount should 
be used for dealer helps and what pro- 
portion for advertising to the general 
public? He, without consultation, had 
decided on an equal division. Upon 
analysis it was found that the concern 
in question was selling direct to jobbers 
and allowing them to work up the sales 
to the general public. His division 
may or may not have happened to be 
correct, but his method for arriving at 
it was decidedly unscientific. 
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REQUIREMENTS OF Goon MANAGER 


Let us turn from this discussion of 
the so-called tangible efforts of the 
sales manager to those which I have 
referred to as intangible. This study 
would divide itself into a discussion of 
the personal requirements for the man 
who would fill the position of sales 
manager, an analysis of the principles 
which must govern his dècisions, a 
study of the problems dealing’ with all 
of the personal phases and, lastly, his 
duty of visualization. 

The qualities which the manager 
must have naturally center around and 
are direct outgrowths of his duties. 
To mention these we find that he mus 
be able to relate the selling policy to 
administration, he must know mer- 
chandising values, he must appreciate 
the force of advertising and the ac- 
tivities it calls into play, he must 
have the ability to direct the field 
activities of his force, he must realize 
the value of interdependence, quick 
organizing ability, and an appreciation 
of both expense and profit. 

He must be a dynamic individual 
with mental and physical adjustments 
which lead to action. In addition he 
must have analytical abilities which 
directly relate to executive functions. 
His personality must be one which 
radiates energy, will, and resourceful- 
ness. This can only be gained by one 
who has had a wide experience and has 
allowed his plasticity to take advantage 
of every observation or bit of informa- 
tion which it is possible for him to 
comprehend and adopt. With tact 
this must be transmitted to his sub- 
ordinates, and it must have within it 
the understanding of the public. This 
involves due appreciation for the value 
of good will as a creative sales force and 
of such tendencies in the direction of 
standardization as are noted in all 
industrial lines. All this is necessary 
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if the manager is to have a proper 
background in the light of which he is 
to judge cost data related to territories, 
the product, compensation plans, rel- 
ative profits, and individual worth. 


VALUE OF VISION AND IMAGINATION 


With the above stipulated charac- 
teristics it is not only natural but im- 
perative for him to think in terms 
of principles by which he must be 
governed. This affords him a defi- 
nite technique for answering problems 
which are related to both the subjective 
and objective aspects of his duties. 
When a man is presented with the 
“allowing problems, what shall be his 
guide? Shall his staff be under cen- 
tralized or divisional control? Shall 
there be a standardized sales talk? 
Shall we standardize sales activity and 
depend on a law of average? What 
type of men shall we employ to sell? 
How shall we pay them? Even a 
strong personality free from all inter- 
ference must face such questions with 
a general plan. He realizes that his 
employer wants the goods sold. His 
sales force hear objections so often, 
they come to believe them. How to 
correlate the two and supply the right 
initiative is the problem. This means, 

I see it, a visualization of the future 
and a meeting of all questions with such 
thoughts in mind. He is always 
governed by the urge of profits legiti- 
mately made under terms of satisfac- 
tion and equity to both producer and 
consumer. 

Let me pause to note one develop- 
ment which indicates the idea of 
visualization and maximum returns. 
Candles were used for lighting purposes 
prior to the time when gas and electric 
lights became the accepted mediums 
for illumination. A shortsighted pol- 
icy would have relegated the candle 
industry to the realm of forgotten 
things. But a new aspect arose: the 
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use of candles for decorative purposes. 
From a state of development involving 
emotion, environment, and utility ap- 
peals, the order was again reversed to 
the financial gain of those interested. 
In time silver and crockery candle- 
sticks were ordered and a new industry 
really built around this idea. So this 
idea must be powerfully presented with 
an imagination and a vision which 
should underlie every sales manager’s 
mentality. He must not be willing to 
accept the point of view which im- 
mediacy has thrust upon him, but 
rather attempting, through persistent 
energy, with authority, to establish 
the new thought requiring time, effort, 
and vision. The next activity of the 
sales manager is the personal aspect 
which forms by far the most difficult 
part of his work, for it has as its mate- 
rial human relationships. Every phase 
of sales effort which involves the sales- 
man presents the practical aspect 
involving human problems and their 
possible solutions. 


ELIMINATING INEFFICIENCY BY 
ORGANIZED STUDY 


Is there a developing technique at 
this point of contact? This indeed is a 
pertinent question to be answered only 
by an analysis or a review of the various 
activities attempting to shed light on 
the subject. Problems of the selection, 
training or discharging of salesmen, 
their field activities and their relation 
to the house and to the manager, are all 
questions upon which much is being 
sald and more done. 

The psychologist is attempting 
through job analysis and individual 
tests to reduce the possibility of wrong 
selections. But recently I have had 
presented to me a questionnaire in 
which a psychologist hopes to deter- 
mine the fitness of accountants. The 
sales field has had several such in- 
quiries, and in two cases at least a 
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comprehensive plan for selection is in 
operation. The results are justifying 
themselves in a decrease in turnover 
among the sales force. 

It may well be asked why an analysis 
of individuals in terms of traits, either 
acquired or naturah is of importance to 
the sales field. The business world is 
constantly changing and the salesman 
is the point of contact between that 
world of potential buyers and his 
concern. Every field as it changes 
tends to affect human relations; there- 
fore, the salesman must fit into his 
personality those traits which will best 
enable him to combine his product with 
the changing conditions. Through a 
better use of tests in order to determine 
traits, it is the hope that society will 
benefit, since individual resources will 
be utilized to their fullest extent. The 
scientist is studying in his field in order 
to shed light upon the physical side. 
Dr. Kemerer has recently attracted 
widespread attention to his theory 
regarding the importance of acquired 
characteristics and the possibility of 
their being hereditary. 

The services of the medical profes- 
sion have been called upon in order 
to determine mental effects of physi- 
cal tendencies. The efficiency of the 
human body is being analyzed relative 
to health in order to procure maximum 
efficiency for the individual as well as 
for the employer. Who is more con- 
cerned with this problem than the sales 
manager? In the matter of training 
schools, many have been established for 
study of both the product and the 
buyer. Classes are held and the sales 
force asked, as part of their work, to 
know their product before they attempt 
to sell it to the consumer. Then a 
study is made attempting to analyze 
buyers so as to combine the two phases 
into a logical development. This edu- 
cational policy interblends principles 
and policy, territory and article, com- 
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petition and consumer conditions as 
no other method could do. The result 
is a correction of individual defects 
relative to these things. This realiza- 
tion and understanding of the factors 
allows the individual to pass creatively 
from minimum standards to a maxi- 
mum. Now, urge coming from cer- 
tainty and a realization of the possi- 
bilities attainable through effort, will, 
in the long run, react favorably on the 
entire administrative force. This, too, 
in turn, aids salesmen in their work by 
inciting them to be of service to cus- 
tomers where possible. They thus 
come to represent truly the policy of 
the concern as well as the producta 
Resulting good will is of inestimable. 
value to the company and the advice of 
value to the customer. 


Personne, Work oF EXECUTIVE 


The increasing importance and seri- 
ousness of modern sales management is 
necessarily developing a new type of 
man to meet these higher standards. 
It is becoming increasingly important 
that his background include that kind 
of mental training which will enable 
him to make judgments in accord with 
human situations. Present systems of 
human nature analysis popular in form 
and content attempt to reduce the 
human factor into systems of thought 
rather than a discussion of scientific 
findings. But there is no royal road to 
learning; short cuts are not to be found 
here. 

To really interpret, the executive 
himself must go through a long, tedious 
process of learning to get at the deeper 
scientific truth involved. A knowledge 
of the principles of psychology, philos- 
ophy, biology, and anatomy, and the 
recognized sciences which delve into 
the human side of existence are neces- 
sary. Even then he will emerge with 
a keener appreciation of the complexity 
of humanity and at the same time a 
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recognition of the simplicity of re- 
sponse. It would be well to remember 
that chemists and physicists have made 
their contributions to the fields of pro- 
duction. We have proof of this by the 


` system which has been established by 
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Mr. Taylor. The worker’s welfare as 
a whole has been given considerable 
attention. The sales manager’s activ- 
ity in the matter of personnel study 
should be regarded as a possible field 
for future development, and progress 
will undoubtedly keep pace with the 
amount of energy expended. 

Inspiration, then, becomes a tool in 
the hands of sales managers, and not a 
ere word. Itis with conscious intent 
at he uses it as a material urge in case 
of prizes to some types or to another as 
a mental urge in a simple heart-to- 
heart talk. His correct use of scien- 
tific factors may mean the difference 
between success or failure of the indi- 
vidual. The sales manager is under 
constant compulsion to analyze his 
staff to determine the best possible 
appeal, always realizing his influence on 
the individual for good or evil. So 
increased knowledge is increased re- 
sponsibility and increased opportu- 
nity for social good, The confidence of 
salesmen is seen as an essential—not 

erely as a desirable thing. The sales 
manager must be sympathetic. Every- 
one in executive and administrative 
work realizes that minor ailments 
frequently put the individual into an 
emotional state entirely unwarranted 
by the conditions. A mountain is 
made out of a molehill. To remove 
the cause releases power in the com- 
munity which means more effort and 
more satisfaction. 


OUTSIDE AGENCIES AS MEANS TOWARD 
DEVELOPMENT 

The sales manager must make an 

analysis of the value of various agencies 

as they affect his organization. Let us 
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make a study of the sales convention 
for example. It may be that a con- 
vention would simply add fuel to a 
dissatisfaction already brewing over 
price, credit, or salaries. On the 
other hand, we must consider the value 
which is to be gained by the loyalty of 
the selling force. Troublesome points 
may be cleared up in a convention, and 
if nothing more is accomplished than 
having this meeting a clearing house 
for conflicting ideas and difficulties 
of operation, it would be a splen- 
did thing. ‘Then, too, a more perfect 
opportunity to inspire the sales force 
could not be imagined. It is the 
psychological moment for a sales 
manager to get his dynamic vision to 
hismen. It can be readily seen that in 
this way a bigger field can be covered 
than would be possible in the case of 
individual or group meetings for sales 
purposes. In larger groups it is im- 
possible to get individual cases con- 
sidered. So smaller groups are neces- 
sary for such considerations. 

Sales manuals, when they are used to 
express the ideas or ideals of the sales 
manager, are very important educa- 
tional factors. It should be the aim of 
a manual not to cover points already in 
the consciousness of the salesmen and 
thus put a premium on a disregard for 
instructions, but rather to make the 
standardization of the sales story a 
real, live, moving thing. This nat- 
urally involves on the sales manager’s 
part a feeling that there is a right anda 
wrong way of doing and thinking about 
individual problems. 

The mental appeal when dealing 
with men is one of the most difficult 
problems for any manager. Each man 
presents a problem which differs from 
every other. Some men bubble with 
enthusiasm, others seem to blunder 
at every turn. The sales manager’s 
new problem is to quickly determine 
men who will fit into his plans and 
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accurately put his decisions into 
effect. 


Forur& DEVELOPMENT 


Sales managers are at present moti- 
vated by immediacy and self-preserva- 
tion rather than scientific vision with 
control based in accord with it. We 
do not hesitate to use inventions for the 
reason that they were never used before. 
It seems unreasonable to deprecate the 
modern sales manager in his effort to 
standardize human values and to 
laugh at his efforts simply because we 
do not understand them. Present 
efforts undoubtedly contain the truth 
of future discoveries. It is not too 
much to expect of science that some day 
we may be tested for specific abilities 
and fill our niche in the economic realm 
in accord with our known character- 
istics. ‘The masses are reaching for- 
ward to new standards of living. In- 
dividual life is experiencing through the 
activities of the distributive agencies 
an era of abundance, because some with 
imagination and vision see far enough 
ahead to view humanity as over and 
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above profits and withal not -o lose 
incentive; realizing at the sam2 time \ 
that maximum profits require as co- 7 
existent with them, better staadards 
for all and abundance through quantity 
as well as quality production. 

While I do not mean to akandon 
criticism, for it is through cr-ticism 
that we realize failure and altempt 
constructive building, I do mean that 
from the developing technique :n this 
field we must abandon criticism for 
criticism’s sake. Refuse to sit in the 
seat of the critic and prefer to put your 
effort to čonstructive use. Imagina- 
tion and vision will, if given time, 
develop a technique which criticis 
cannot tear down. ‘Therefore, let 7 
look to the future of the sales marager’ s 
task as one filled with the possibility 
of development. Let those who would 
be pioneers realize that in this field 
there is a new technique developing, 
scientific in nature, which calls for 
clear thinking and right action. Prof- 
its and increased wealth will follow as 
by-products of this newer evolving 
conception. 


*The Modern Advertising Agency and Its Contribution 
to Creative Wealth Activities 


By H. H. Kynerr 


The Aitkin-Kynett Company, Philadelphia; Special Lecturer in Marketing, 
University of Pennsylvania 


F necessity is the mother of inven- 
tion, the modern advertising agency 
might well be said to be the father of 
merchandising. Certainly, no other 
single factor has been so largely respon- 
sible for the development of the prin- 
ciples now in vogue in creative mer- 
andising practices. Not only has 
thé advertising agency been the crea- 
tive functionary responsible, in a large 
measure, for the development of ad- 
vertising on a national scale, but prob- 
ably it has been the most important 
economic factor in formulating the 
fundamentals upon which have been 
built the merchandising methods that 
synchronize sales and advertising effort 
from the manufacturer’s point of view. 
This has not been accidental. It has 
been a case of necessity for the agent’s 
existence. His “place in the sun” has 
‘ been dependent upon it. And the 
nature of his work has given him unique 
‘iuness for the task. To begin with, 
the advertising agency occupies a 
position in marketing which makes 
possible experience in diversified fields, 
with the consequence that its efforts 
are based upon an’ exceedingly com- 
prehensive knowledge of market con- 
ditions and comparisons. Remember, 
this is not statistical knowledge pri- 
marily. It is practical experience 
evolved from a comparison of observa- 
tions of results achieved through actual 
campaigns, which necessarily contem- 
plate not only every phase of market- 
ing, but many of the financial and 
* production problems that confront the 
manufacturer. Even a better reason, 


however, for the creative powers of the 
agency has been that its peculiar type 
of work has attracted perhaps the 
largest group of capable, creative 
minds, who must not only apply ex- 
perience to problems, but who must 
continuously expand their own capa- 
bilities to function effectively. In 
other words, the advertising agent 
must scientifically apply imagination to 
comprehensive marketing experience to 
continue his existence. 

To comprehend the position of the 
advertising agency in the marketing 
field, it is necessary to trace the agen- 
cy’s development as a creative func- 
tionary. The progenitor of the mod- 
ern advertising agency came into 
existence shortly after the Civil War. 
Extensive distribution was in its in- 
fancy; transportation left much to be 
desired; yet the development of print- 
ing had caused newspapers and, to 
some extent, magazines, to spring up 
all over the country. Geographical 
situations made large scale manufac- 
turing more advantageous in one lo- 
cality than in another. The manufac- 
turer unconsciously was confronted 
with the problem of placing his goods 
in the more remote districts, while the 
promotive sources of consumption in 
those districts were at the same time in 
need of business to produce revenue to 
permit them to function. 

No paper could exist even in those 
days merely on subscriptions. Adver- 
tising revenue was essential to divi- 
dends. Consequently, the papers be- 
gan to look for methods of selling their 
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space and began to sell blocks of space 
to individuals in different states so that 
these men could, in turn, dispose of the 
space to various advertisers. There 
were no set rates for the space. It was 
simply a question of smart trading on 
the part of the space seller, and from 
this competition there developed the 
genus “advertising agent,” who was in 
reality an agent for the paper. 

But as newspapers multiplied, the 
competition for business became vio- 
lent. Divergences in space rates oc- 
casioned bitter complaints and a gen- 
eral distrust of advertising. To keep 
confidence in their wares, newspaper 
publishers were forced to standardize 
their rates. Gradually the “David 
Harum” qualities of the advertising 
agent lost significance and he had to 
turn to other means of selling his 
services. What then? If space costs 
were more or less standardized to ad- 
vantage, the contents of advertisements 
were not. Most advertisements were 
singularly uninteresting. They lacked 
appeal. They were devoid of ideas. 
So the advertising agent turned his 
attention to the advertisements and 
hit upon the idea of selling finished 
advertisements to the people to whom 
he had been selling space. 


Tan Coprwriter’s BEGINNING 


Here was opportunity. Few pro- 
ducers could write business letters, let 
alone advertising copy. Give a mana 
forceful idea about his product and he 
will bless you, even today. But in the 
early eighties when the advertising 
slogan was a new thought, the adver- 
tising agent had marvelous opportuni- 
ties to gain reputations from witchery 
in words. Moreover, during the eight- 
ies great strides had been made in the 
engraving art. The halftone had been 
invented and the Ben Day process of 
using figured screens in connection 
with line drawings made possible the 
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reproduction of illustrations far more 
realistically than ever had been known \ 
before. Thus the advertising agent 
graduated from the ranks of the space 
trader to the new-found dignity of 
word manipulator. But it must be 
remembered that his bag of tricks was 
largely the child of his own fancy. 
There was no scientific basis for his 
appeals. But there was betterment. 
Advertising and sales campaigns were 
based upon bright thoughts. It was 
the day of the slogan, and the more an 
idea appealed to a manufacturer, the 
more space the agent was apt to sell. 
This developed a rather peculiar situa- 
tion in that the agent received his Pe 
muneration from the publication as a. 
space seller and continued to receive 
it, although he now primarily repre- 
sented the advertiser. 

This condition exists at the present 
day and has been violently attacked as 
prejudicial to the advertiser’s interests. 
Actual experience, however, does not 
indicate that this has been the case. 
As a matter of fact, a standardized 
commission has given the agent a defi- 
nite working basis for his business, with 
the result that the agency has devel- 
oped into a well-knit creative organiza- 
tion, rather than an individual, or, 
collection of individuals, trading on 
their own accomplishments. The pub- 
lisher naturally provides for the agent’s 
commission in his advertising costs so 
that the advertiser really pays for the 
service—with this very definite advan- 
tage, he pays on a recognized standard. 

Where experiments have been at- 
tempted otherwise, it has been found 
that the manufacturer does not readily 
pay for intangible things—particu- 
larly for creative plans. Yet through 
this somewhat curious situation, the 
manufacturer has had placed at his 
disposal the most imaginative minds of 
the country. The difficulty, if any- 
exists, is that many a producer has had 
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creative talent available, the value of 
which he never recognized because he 
was never conscious of paying for it. 
But it would beunfair to say that manu- 
facturers, as a whole, have not recog- 
nized and utilized to the utmost the 
creative imagination of the agency 
man. Naturally, the development of 
the advertising agency has harnessed 
this imagination to practical methods, 
and the further development of the 
advertising agency as a recognized 
marketing factor has practically elimi- 
nated from responsible agencies the 
stigma of prejudice in favor of the pub- 
lication that had the greatest space 

te, and consequently the greatest 
commission. In any event, no method 
has ever been found to better the 
original mode of payment and the 
agency is so well established today that 
it is hardly likely that any radical 
change will take place. Publishers 
have shaped their own development so 
as to depend upon the advertising 
agency for a great deal of their national 
business. National or “foreign” busi- 
ness in a newspaper must be differen- 
tiated from retail store or “local” ad- 
vertising, with which the agency has 
small connection. But national ad- 
vertising is a different force from the 


Mocal advertisement, the local adver- 
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tisement usually being merely the offer 
of certain goods at certain values. 

The copy era in advertising did not 
always pay. Many campaigns failed 
because they were based upon “blue 
sky” ideas rather than upon sound 
merchandising analysis. Advertising, 
as & marketing influence, underwent 
much criticism because of this. The 
agent was criticised as superficial, as 
unsound, as a business snake doctor. 
He was none of these things. His was 
the ignorance of the child. He had 
yet to learn to control the forces that 
he was supposed to dominate. The 
wonder of it is that so many campaigns 


185 


succeeded upon such rudimentary 


foundations. 


APPLYING SCIENTIFIC RESEARCH 


But in a creative field, competition 
necessarily must be severe,’ and the 
advertising agent, a quarter of a cen- 
tury ago, began to look for the causes 
of failure. He did more than that. 
He tried to anticipate these causes 
before he began his campaigns, and 
this naturally led him into a considera- 
tion of the sales department and an 
analysis of the marketing conditions 
upon which a given business rested. 

Here he began to find himself. Once 
he realized that his work rested upon 
economic principles, he began to extri- 
cate himself from the morass of un- 
certainty. He studied; he turned to 
psychology and brought to it homely 
demonstrations that profited his client 
in the extreme. And his experiments 
proved that men were, for psychology, 
even better subjects than monkeys. 

Today he has only partially com- 
pleted his task. But he has brought 
to business an appreciation of the 
value of the fundamentals of psychol- 
ogy and economics. And in twenty 
years’ time, advertising has come to 
rest almost antirely upon a background 
of sales policy, manufacturing prob- 
lems, trade conditions, and consumer 
habits. Where these fundamentals are 
sound, invariably the campaign is 
successful—where they are not, look to 
these and not to the advertising. 

Naturally, the scientific development 
of advertising is in no way complete. 
Indeed, it is hard to picture an exact 
science eventuating from a profession 
which is so largely affected by human 
frailties. 

Few advertisers realize how impor- 
tant a part their own personality plays 
in the functioning of their concern in 
its particular market. Yet this seems 
an obvious statement. With the de- 
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velopment of marketing analysis car- 
ried so far, with the knowledge of trade 
and consumer habits so complete, 
with the thousand and one methods of 
observation for every change in condi- 
tions, markets, and habits, there is 
very little, save personality, that can- 
not be reduced to almost the propor- 
tions of an exact science. 

It is not a difficult matter to deter- 
mine the reception that the individual 
consumer will give to any product. 
Guesswork need never be applied in 
ascertaining how the article should be 
merchandised to secure the greatest 
consumer acceptance. The real prob- 
lem lies in developing an organization 
that will carry out and maintain the 
functions that are necessary to keep the 
smooth flow of distribution operating 
from factory to consumption. 

In this the advertising agent is play- 
ing an important part. He has reared 
the structure from which business 
psychology is shaping itself. From the 
crude skeletons of so-called investiga- 
tions have been evolved scientific re- 
search methods which are almost en- 
tirely the child of the advertising 
agency. dt was the advertising agent 
who first called the manufacturer’s at- 
tention to an investigation of his sales 
territories. .The advertising agent 
first investigated market conditions. 
The advertising agent first studied the 
consumer. The advertising agent first 
offered creative solutions to the prob- 
lems brought to light by research. In 
other words, the advertising agent has 
been the visionary who suggests the 
creative idea. In most instances it has 
been the manufacturer who has carried 


forth the idea to its successful conclu-. 


sion. And so it should be. The ad- 


vertising agent, at best, is a counsellor; - 


any attempt of his to execute details 1s 
simply a substitution for functions that 
properly belong to the producer. 

The tendency of advertising and 
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marketing is to bring the advertising 
agent more and more within the scope 
of a professional counsellor. He must 
deal with underlying principles. He is 
the diagnostician. His general market- 
ing experience gives him the back- 
ground upon which to discuss the prin- 
cipal factors affecting any business; but 
the scope of his work does not permit 
of his going much beyond that. The 
carrying out of the details belongs to 
the sales department of the manufac- 
turer. This does not mean that the 
advertising agent cannot spend a great 
deal of time upon individual problems, 
but it is his function to ascertain 
causes, to point to solutions that aff 
the campaign bases rather than to be- 
come a glorified executive, applying 
remedies that will overcome territorial 
difficulties in south Georgia, or laying 
his finger on the exact reason why 
John Jones can’t sell the Boston Store 
in North Oshkosh. If he does these 
things, the manufacturer will soon find 
that he is depending too much upon his 
advertising counsellor to run the de- 
tails of his business, with the conse- 
quence that his own departments will 
suffer in capability. 


DEFINITE ACHIEVEMENTS 


/ 


\ 


The advertising agent has contrib- 


uted definite achievements to creative 
wealth activities. He has taught the 
producer the power of imagination; he 
has demonstrated the force of exact 
marketing knowledge. He has given 
the producer the methods that enable 
him to appreciate why the market in 
southern Indiana is apt to be just as 
different from the markets of eastern 
Massachusetts, as Peru is different 
from Rhodesia. He has taught the 
producer to gaze upon producer’s 
problems from the consumer point of 
view. He has given him the philoso- 
phy of appreciation in respect to mar- 
keting methods. He has demon- 
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strated the value of pioneering. He 
„has illustrated successfully the doc- 
trine of co-ordination of all business 
factors. He has forced the producer to 
think in relative, as well as direct 
terms. He has supplied impersonal 
judgments to balance the prejudice of 
personal belief. He has forced rec- 
ognition of the controlling forces in 
everyday living. And he has been a 


good teacher, because failure in his’ 


courses deeply affects the pocketbook 
nerve. 
All of these contributions are intan- 
gible. They cannot be measured in 
. dollars or pounds avoirdupois, but they 
are, none the less, the primary factors 
upon which successful marketing is 
based. 

The advertising agent has become a 
functioning sales and merchandising 
counsel, as well as a creative planner of 
advertising. His creative experience 
proves of utmost value because it is 
impersonal. 

It must not, however, be thought 
that the advertising dgency’s contribu- 
tion consists solely of the intangible, 
in wise counsel, in accumulating crea- 
tive experience, to be drawn upon for 
, constructive effort. These are, per- 

haps, the fundamentals of his value to 

seciety, but unfortunately they are not 
always recognized as such. Possibly 
this is due to innate human stupidity 
which is prone to look upon the tangi- 
ble as the ultimate. Too many manu- 
facturers spend their time looking at 
effect rather than cause. “Results,” 
says the manufacturing Mr. Babbitt, 
“are the only things I am concerned 
with.” “Results,” says the speaker at 
the Rotary luncheon, “are the things 
we wish to talk about. We have ac- 
complished this, and we have accom- 
plished that.” So they have. But in 
reaching accomplishment, it is some- 
rtimes well to look for underlying 
‘ causes and to remember that creative 
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marketing cannot go on indefinitely 
when the producer is affected with 
marketing blindness. It is the func- 
tion of the advertising agency to fit 
clear lenses to the distorted optics of 
the producer, whose tendency is to be 
bound by the limits of his own person- 
ality. 

The part that the advertising agent 
has played in opening the way to mar- 
keting on a vast scale cannot be over- 
estimated. And his value in the future 
is apt to be even greater than in the 
present because the younger generation 
ig receiving the scientific training in 
applying fundamentals that their pred- 
ecessors could not have. 

Not more than a quarter of a century 
ago advertising was looked upon as a 
mixed blessing. “Book agents, ped- 
diers, and advertising agents—Keep 
Out,” read the signs in the office 
buildings. Advertising was a step- 
brother of the patent medicine—or was 
it a proof of human gullibility? But 
the present conception of advertising is 
radically different. It is a recognized 
factor in business—a necessary ad- 
junct to the highest development of a 
business. It has become a science that 
promotes standards of living. Itis the 
introduction to an upward aspect in 
life. And the advertising agent has 
been the chief evangelist in its cause. 

It is not necessary to dwell exten- 
sively upon the part the advertising 
agent has played in developing adver- 
tising. The publisher can testify to 
that. Well over 95 per cent of all 
national advertising today is placed 
through the advertising agent. Most 
of the advertisements which are placed 
in this space are conceived and exe- 
cuted by the agent. Only occasionally 
do you find a producer who can direct 
the fruits of his experience into the de- 
tails of an advertisement. There are 
exceptions and, in the aggregate, their 
number may be large. But then there 
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are tens of thousands of advertisers, 
and there is hardly a concern in exist- 
ence now famous as a national adver- 
tiser which has not had its greatest 
advertising impetus at one time or 
another from the efforts of the adver- 
tising agent. 

It is well recognized that the eco- 
nomical handling of detail has been 
worked out to the “nth” degree by the 
advertising agent. The functioning of 
research has had its beginnings with 
him. But research in itself is a 
coming profession, and it is prob- 
able that the future will see large re- 
search organizations functioning en- 
tirely apart from the advertising 
agency, although in conjunction with 
the agency’s creative development. 

The advertising agency has contrib- 
uted, in no small degree to the success of 
the publisher. In his search for busi- 
ness the agent has discovered innumer- 
able advertising potentialities and, by 
pointing the path to marketing success, 
created national advertisers without 
end. The publisher has come to recog- 
nize that the agent—always allowing 
for his human fallibilities—serves him 
best by serving the advertiser best. 
And such famous institutions as the 
Curtis Publishing Company and the 
Crowell Publishing Company are well 
content to have almost 100 per cent of 
their business come through the agent. 
He not only creates business for them, 
but he serves another important pur- 
pose—that of the stabilizing of credits. 
The agent’s recognition (7.¢., his right 
to receive commission) depends upon 
prompt payment of his bills as much 
as upon his advertising capabilities. 
Close credit supervision of relatively 
few agents is a godsend to the pub- 
lisher, especially as he extends agency 
credit on almost a brokerage basis. 
Publishers’ losses from poor credits 
have been very small, not only a con- 
solation for the profit sheet but a 
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matter of the utmost value in the 
stabilizing of a business, which has no 
recovery value for the space that it sells. 


PERSONALITY COUNTS 


Many are the types of advertising 
agent—-as' numerous as the types of 
personality. The good survive, the 
bad perish for lack of business, the in- 
different struggle for a livelihood that 
is always precarious. It is an exacting 
profession and the number of respon- 
sible agencies is not large, probably not 
more than 500 in all. Some of these 
are large organizations; some quite 
small. But agency size does not de- 


termine its competence. Both large. 


w 


and small agencies are successful, for 
both have distinct advantages. The 
large agency is departmentalized to a 
greater degree than the smaller agency, 
whereas the small agency usually has 
its principals contacting advertisers. 
And in a profession where the personal 
equation is so important, this is apt to 
be a decided advantage. Both types 
have adequate technical equipment. 

After all, it would seem that person- 
ality is the major factor with the suc- 
cessful advertising agent. Creative 


ability and the background of experi-` 


ence in fundamental principles are the 
important factors that make his equip= 
ment of value. Hence the business is 
semi-professional as contrasted with 
law or medicine. But its standards of 
ethics are constantly being strength- 
ened. The American Association of 
Advertising Agencies, which embraces 
practically all of the worth-while agents 
in these United States, has enunciated 
a code of ethical standards, now gener- 
ally accepted by both members and 
non-members. This code has done 
much to develop harmony between 
agents and publishers and has gone a 
long way to bring to the agency de- 
served recognition as a creative force. 
Above all, it has originated a standard 
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analytical mind, a broad marketing 
knowledge, adaptability, tact, courage, 
honesty, and willingness to work, ex- 


of service which has done much to 
„ professionalize the business. As yet 
_ there are no entrance examinations for 


agency recognition, but the outlook is 

promising. 

The structure of an advertising 
agency may be briefly reviewed as em- 
bracing the following factors which 
may be individualized or departmen- 
talized, depending upon the size of the 
agency: 

(1) Solicitation—Securing the 
ness. 

(2) Contact and Service—Contact 
with the advertiser through 
members of the organization. 

(8) Research—Investigation and anal- 
ysis of markets, trade conditions, 
competition, etc. 

(4) Planning—Determining plans of 
campaign and formulating pol- 
icles, 

(5) Media and Rates—Contact with 
the publisher. Investigation 
and analysis of media and the 
handling of the space contracts. 

(6) Copy——-Planning art and illustra- 
tion, writing copy, and actually 
producing the advertising. 

(7) Production—Mechanical produc- 
tion—including the making of 
illustrations, engravings, print- 
ing, electrotypes, and other de- 
tails that go with the printed 
word. 

(8) Forwarding, checking, billing, 
handling of the ordinary routine 
of issumg plates and copy in- 
structions, checking insertion of 
advertisements for accuracy and 
fulfillment of contract. and the 
issuance of bills and general 
accounting. 


busi- 


ba eee 


The advertising agency offers a 
career which has been taken up by 
large numbers of trained men. The 
diversity of its work has a strong 
appeal. But it is a business that calls 
for no weakling. The agency man 
must have creative imagination, an 


pressed in terms of personality. The 
ideal agency man is a combination of 
the administrative and selling types. 
His work begets an impersonal attitude 
towards general problems and he de- 
velops a professional angle towards 
business problems which has some 
little significance in the future partici- 
pation of the business man in the 
governmental activities of state and 


country. 
The business man seldom mixes in 
politics. Perhaps there are sound 


economic reasons for it. Perhaps he is 
too restricted by the limitations of his 
own business and the experiences he 
must undergo in it. And yet in an 
industrial country, the experiences of 
business should be close to the heart of 
the taxpayer. 

The lawyer must be concerned with 
the general problems of his country if 
he is to function well as a lawyer. He 
is frequently concerned with govern- 
ment. Similarly the advertising agent 
must be concerned with economic con- 
ditions if he is to be of value to his 
client. His knowledge is worth some- 
thing to governing forces. And the 
tendency of the advertising agent to 
enter more into governmental activities 
(with some real excuse for his doing it) 
has been much in evidence since the 
World War. It is probable that he 
will be even more prominent in the 
future. If he is, it is conceivable that 
his contributions to creative wealth 
will not diminish as merchandising 
knowledge increases. His vision and 
imagination are not incompatible with 
hopes for sounder application of busi- 
ness economics to the general welfare. 
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OMPETITION for the consumer’s 
dollar is essentially between groups 
of industries rather than between busi- 
ness organizations engaged in the same 
activity. If the consumer has an in- 
creased purchasing ability, some things 
which were formerly luxuries to him 
become necessities. On the other hand, 
if his purchasing ability decreases, some 
of the commodities which he considered 
to be necessities recede into the back- 
ground of luxuries, and there is a grad- 
ual elimination of his requirements 
until, in the extreme case, he is reduced 
to satisfying his barest necessities. In 
such an extreme case, food is the first 
necessity, shelter and fuel are second 
and clothing, from the standpoint of 
protection rather than of adornment, 
is third. 
In order properly to make an anal- 
ysis of the sales problems of the pro- 


1 Nore. The writer discusses this subject 
from the standpoint of a producer of paint and 
varnish products. The sales problems of a pro- 
ducer of any commodity which is sold through 
wholesaler-retaler channels are undoubtedly 
more alike than they are different. 

The magnitude of the paint and varnish indus- 
try is far greater than most of us realize. Let 
us take, for instance, the farm market for paint, 
which is only one of several tremendous markets 
which the paint and varnish sales manager must 
cultivate. The total outside pamt surface of 
farm buildings operated by white farmers 1s in 
excess of 53 billion square feet. An average of 
74 per cent depreciation in farm buildings yearly 
through lack of paint 1s estimated to cause a loss 
to farm owners of 880 million dollars annually 
Farms with well painted buildings are considered 
to be worth 164 per cent more than others,— 
thorough painting would therefore add about 11 
billion dollars to the value of United States farms. 

The writer has three reasons for discussing the 


ducer of any commodity, it seems nec- 
essary to recognize two points: 


(1) Competition is essentially be- 
tween classes of industries, as 
for instance between the pro- 
ducers of food and fuel. 

(2) Sales resistance is inversely pro- 
portional to the desire which 
the ultimate consumer has 
for the several commodities 
which it is sought to sell to 
him. 


Tuar Rieur SALES APPEAL 


The sales problem in any industry 
is complicated to greater or lesser degree 
by the departure from normal of the 
desires of individuals taken specifically. 
Some people will deprive themselves 
of food in order to buy books. Others 
will live in the barest rooms in order to 
have more money for the purchase of -~ 
clothing. It is possible to sub-divide 
consumers according to these idiosyn~ 
crasies and to base a sales campaign 


subject assigned to him from the standpoint of 
the producer of paint and varnish products. 
First, he is identified with the pamt and varnish 
industry from the standpoint of the producer. 
Second, he is a member of the directing commit- 
tee in charge of the “Save the Surface” Campaign, 
io which organization 1s largely given the credit 
for increasing paint and varnish sales in the 
United States by 52 per cent during the last two 
years, Third, the discussion of the subject un- 
Ger consideration, from the standpoint of one 
megt industry, in the short scope of this paper, 
will necessarily be more thorough than any other 
form of presentation, 

We are glad to publish the following article, 
because the writer has a rich background of ex- 
perience in one of our most fundamental indus- 
tries.—Tum EDITOR, 
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upon a special appeal to some one large 
a sub-division of such consumers. Pub- 
lishers of music cannot expect to sell 
their commodity to any except pro- 
fessional musicians and to music lovers, 
among whom there are many who will 
deprive themselves of some luxury or 
necessity in order to satisfy their desire 
for beauty in music. Of course, pub- 
lishers of music, in the furtherance of 
their own business interest, not to men- 
tion the altruistic service they would 
render by extending an appreciation 
of music, should try to increase the 
number of consumers who desire music 
more than they desire many other 
hings. 

In discussing the specific sales prob- 


p of the producer of paint and var- 


nish products, we should consider first 
the sales problems of the paint and 
varnish industry as a whole as it stands 
in competition with all other industries, 
and second, the sales problems of the 
individual producer as he stands in 
competition with other producers. 
Since time immemorial, until very 
recently, paints and varnishes have 
been valued almost entirely, if not en- 
tirely, for their decorative qualities. 


‘ Except for the small division of con- 


sumers to whom beauty is a necessity, 
aint and varnish products have been 
classed as luxuries. It is recognized 
that the line of demarcation between 
necessities and luxuries is movable, 
dependent upon the purchasing ability 
of the consumer. If we classify all 
commodities upon a scale, at one end 
of which are the absolute necessities, 
and at the other end of which are com- 
modities which, to the average con- 
sumer, are the most extreme luxuries, 
we shall find that it is to the advantage 
of any industry, as a group, to move 
its product along this scale in the di- 
rection of extreme necessities. In do- 
ing s0, it is necessary to neglect the 
exisLence of sub-divisions of consumers 
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based upon idiosyncrasy and to deal 
with all consumers as a group. 

The only means available to the 
paint and varnish industry to move its 
commodities on this scale in the direc- 
tion of absolute necessities, is through 
an appeal to the economic sense of the 
consumer. 

It is recognized that in the case of 
dire necessity the economic sense van- 
ishes. ‘That is, a man who is starving 
will pay an inflated priceforfood. But 
under normal conditions, when the 
average consumer is far removed from 
dire necessity, an appeal to his eco- 
nomic sense is not difficult. Life in- 
surance, fire insurance, the purchase 
of commodities when they are cheap 
in order to have them available when 
their price has advanced, are all evi- 
dences of the operation of the economic 
sense of consumers. 


SELLING ARTICLE Must MEET 
Spreciric NEEDS 


In appealing to the economic sense 
of consumers, the paint and varnish 
industry points out that property 
which is exposed to wear and the de- 
structive influences of the elements 
will depreciate in value and that paint 
and varnish products are the only ma- 
terials available by which protection 
from wear and decay may be obtained. 
Producers of paint and varnish mate- 
rials say that it is cheaper to spend 
money today for paint and varnish and 
its application than to permit property 
to deteriorate in value so that it will 
be necessary a year from today, or ten 
years from today, to spend a large sum 
for repairs and replacements. 

Before it was possible logically (and 
any sales program which is not logical 
is worthless) to appeal to the economic 
sense of consumers, it was necessary to 
make absolutely certain that modern 
paint and varnish products would ac- 
tually protect surfaces upon which they 
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are applied from wear and decay. The 
paint and varnish industry, as a group, 
has been engaged for a number of years 
in the most exhaustive technical re- 
search to provide raw materials and 
methods of manufacture which would 
produce wear- and weather-resistant 
paint and varnish products. Quality 
of product is so essential a factor in the 
paint and varnish business that all 
manufacturers are injured if any manu- 
facturer produces a paint or varnish 
product which does not give satisfac- 
tory service. The injury arises from 
the breaking down of the assertion by 
the industry that paint and varnish 
should be used to protect property. 
Because of this consideration, the find- 
ings of the Institute of Paint and Var- 
nish Research which the industry as a 
whole operates at Washington, D. C., 
are available to anyone desiring them, 
regardless of whether he has invested 
anything in the work of the Institute. 
It has been found necessary to make 
paint and varnish products specifically 
for the several purposes which they are 
to serve. For instance, a varnish 
which is subjected to heat on a table 
top needs to be of a different quality 
than that of a.varnish which is sub- 
mitted to heavy traffic on a floor. 
Without multiplying examples,’ it. is 
sufficient to say that a very compre- 
hensive list of requirements has been 
studied and the best formula of paint 
or varnish determined for each such re- 
quirement. 
high-quality paint and varnish manu- 
facturers to make products in accord- 
ance with the experience which is 
available as bearing upon the several 
requirements, and insofar as it is pos- 
sible, through individual initiative and 
research in the detail processes of man- 
ufacture, to raise the standard of their 
products as much higher as they can. 
The result is that the industry as a 
whole is in a position today and has 
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It is now customary for all . 


‘may, without embarrassment, urge the 












been in a position for some years where 
without hesitation it’ may go before 
the public and say in the strongest lan- 7 
guage that “It is cheaper to paint than 
not to paint.” The result has been 
the national “Save the Surface” Cam- 
paign advertising which is now recog- 
nized as one of the.most progressive, 
co-operative advertising campaigns 
ever inaugurated in this country. 

The purpose of the “Save the Sur- 
face” Campaign is to move the posi- 
tion of pamt and varnish products on 
the necessity-luxury scale in the con- 
sumer’s mind as far as possible in the 
direction of absolute necessities. 

The average property owner has fo 
many years had a sense of civic pride’ 
sufficient to cause him to paint his prop- 
erty when it is first built. If he did 
so simply for the sake of appearance, 
he probably used a very inferior grade 
of paint. The purpose of the “Save 
the Surface” Campaign, in other 
words, is to get the consumer to use a 
high-grade paint or varnish product 
at the time of the first application and 
thereafter to renew the finish with an 
equally high-grade product at sufficient 
intervals to prevent wear and depre- 
ciation of his property. 


SAVING THE SURFACE Saves ALL -~v 


A careful survey has shown that at 
a conservative estimate only from 20 
per cent to 25 per cent of the property of 
the United States is adequately pro- 
tected against wear and decay. In 
passing, it is fitting to observe that the 
paint and varnish industry as a whole 


public to use its products in larger 
amounts than ever before, because in 
doing so the public actually saves 
money. Civilization is the result of 
the accumulation of knowledge and 
property, the elevation of standards 
and ideals and the stabilization of our *, 
institutions, all of which are heritages 
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from past generations. From the 
standpoint of the preservation of prop- 
erty and the ability of society to pass 
it on from generation to generation, 
the paint and varnish industry plays 
a rôle of outstanding importance. 
This is a brief reference to the romance 
of the industry, which is especially ap- 
parent to those closely associated with 
it. It is more than a mere romance. 
The logic of the situation and the fact 
that from 75 per cent to 80 per cent of 
all property is today inadequately pro- 
tected against wear and decay, appeal 
to the progressive business man, wheth- 
er he be manufacturer, wholesaler, 
' xtailer, or master painter, as offering 
an extremely lucrative business oppor- 
tunity. 


Tue SALES PROBLEM or PRODUCERS 


The subject of this paper includes 
the sales problems of the producer in 
relation to wholesaler, retailer, and 
consumer. The producer’s sales prob- 
lem in the paint and varnish field in 
relation to the consumer is very largely 
covered by what has been said above 
relative to the “Save the Surface” Cam- 
paign activities. In association meet- 
‘ ingswherethe “Savethe Surface” Cam- 
paign is frequently discussed, the 

unction of this co-operative adver- 
tising has often been likened to plow- 
ing a field and preparing it to receive 
seed. The individual activities of thr 
several producers in the paint and var- 
nish industry, to continue the analogue, 
is likened to the one who sows the seed 
in the field which has thus been pre- 
pared. Practically all paint and var- 
nish advertising today done by indi- 
vidual manufacturers is based upon 
the “Save the Surface” Campaign ad- 
vertising and is an attempt on the part 
of the individual producer to convince 
the consumer that his particular prod- 
uct is best adapted, or equally well 
adapted as any other manufacturer’s 
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product, to conserve property from 
wear and decay. 

The problems of the manufacturer 
of paint and varnish products with 
respect to the wholesaler and retailer, 
in addition to getting these distributing 
agencies to visualize and capitalize 
upon the “Save the Surface” Campaign 
activities to the fullest extent, are much 
the same as the sales problems of any 
other producer dealing with whole- 
salers and retailers. It is a rather 
general practice of manufacturers in 
the paint and varnish industry to deal 
direct with the retailer and the master 
painter. In the case of large industrial 
consumers, the manufacturers deal 
direct with the consumers. 


RETAIL PROBLEMS 


The paint and varnish business is 
distinctly different from many other 
businesses in that a representative 
stock of paint and varnish materials 
runs into a very considerable invest- 
ment. The average drug store sells 
many makes of tooth paste. It would 
be impossible for a retailer or painter, 
with profit, to carry many makes of 
paint and varnish products. In fact, 
it is the purpose of every high-quality 
manufacturer of paint and varnish 
products to manufacture “a complete 
line,” thereby making it possible for 
the retailer to avoid duplication and 
consequent overhead by carrying only 


one maker’s line of products. 


One of the most difficult problems 
in merchandising paint and varnish 
products to retailers is to get some of 
them to see the economy and sales ad- 
vantage of carrying a complete line of 
one make and one make only. The 
economy is, as indicated above, the 
reduction in overhead and consequent 
increase in turnover. The sales ad- 
vantage, so far as paints and varnishes 
are concerned, is at least twofold. 
There is the positive advantage of qual- 
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ity and the consequent satisfaction 
given by one product, which causes 
the consumer to ask for another prod- 
uct of the same make. There is the 
negative advantage, and a very pecu- 
har one, in the paint and varnish in- 
dustry, which may be best illustrated 
by an example: A dealer sells two 
different makes of floor finish, “A” 
and “B,” both designed to give the 
same type of finish and to be equally 
satisfactory in service. Mrs. Smith 
buys floor finish “A” and applies it 
under proper conditions. Mrs. Jones 
is pleased with the finish of Mrs. 
Smith’s floors and goes to the dealer 
from whom Mrs. Smith purchased 
her material and asks for floor finish. 
The dealer sells her floor finish “B,” 
whereas he sold Mrs. Smith floor finish 
“A.” Mrs. Jones applies floor finish 
“B,” contrary to specific instructions 
(on floors which are not dry or which 
are not clean), and the result is a very 
unsatisfactory job. She complains to 
the dealer, who, if he had sold Mrs. 
Jones floor finish “A” the same as he 
had to Mrs. Smith, could prove to Mrs. 
Jones without a shadow of doubt that 
the fault is not with the material. 
Another problem with the retailer 
which is not peculiar to the paint and 
varnish industry is the necessity of 
changing the selling method of retailers 
in line with advanced retail practice. 
The time has largely passed when it is 
possible for the retailer to succeed in 
large measure simply by waiting for 
customers to come into his store. The 
few who do come into his store of thair 
own accord are already sold. This 
problem applies more particularly to 
the sale of products which are bought 
at comparatively long intervals than 
it does to products, such as groceries, 
which are bought at rather regular and 
frequent intervals. The purchase of 
groceries and of some other commodi- 
ties which are bought at frequent in- 
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tervals involves a much larger habit 
forming element than does the pur- 
chase of commodities such as paint and 
varnish which are bought at rather in- 
frequent intervals by the consumer. 
The most progressive selling method 
with respect to paint and varnish prod- 
ucts is for the retailer to cultivate the 
sales field intensively without waiting 
for customers to come into his store. 
Jt is more important for the retailer 
to be outside of his store much of the 
time than in it all of the time, but many 
retailers have not as yet grasped the 
situation as they should. 

In the experience of our own com- 
pany we have found that it pays te 


have our salesmen take dealers outside _ 


4 


and assist them to sell prospective con” 
sumers, not altogether in terms of 
brand, but at first in terms of the eco- 
nomic saving involved and second in 
terms of brand. A retailer who has 
thus had demonstrated to him the ad- 
vantages of such personal work out- 
side of his store usually becomes en- 
thusiastic about it. 

Another sales problem which is not 
peculiar to the paint and varnish in- 
dustry is to get the retailer to make 


the best use of advertising and sales ~ 


helps which are furnished to him by 
the manufacturer. Here again the 
salesman representing the producer 
has an opportunity to teach the re- 
tailer to the advantage both of himself 
and the manufacturer: 

It will be interesting to note in passing 
that with the permission of the “Save 
the Surface” Campaign one of the large 
publishers of the United States is now 
publishing what is known as the Save 
the Surface Magazine, which the pub- 
lisher sells as a monthly issue to pro- 
gressive retailers and painters for their 
use as an advertising medium. 

Another problem which the paint 
and varnish manufacturer has with 
his retailers to a greater degree than 
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and shows him how advanta- 
us it will be to him and his employer 
to do field work in his community, in- 
cluding mail promotion and  ersonal 
follow-up. Almost invariably, the cre- 
ation of è paint and varnish depart- 
ment will be followed by increased sales 


"of very considerable amount. 


Another retailer problem which is 


not peculiar to the paint and varnish 


industry has to do with the lack of sys- 
tem and business method in general by 
the retailer. ‘There are invisible over- 
heads and costs of depreciation and 
obsolescence, which often escape the 
attention of the small retailer. He 
frequently fails to maintain eny kind 
of a cost accounting system He is 
altogether too apt to subtract the 
money that he pays out from the 
money that he takes in and te call the 
difference profit, not realizing that he 
is accumulating certain obligations to 
himself and his business which must 
inevitably be met, the meeting of 


CER AND His SALES PROBLEMS 


195 


which, unless provided for, often spells 
ruin. 

Paint and varnish manufacturers 
have found that the best solution of 
their sales problems with the retailer 
is to obtain a sales representative who 
is able to raise the selling standard of 
his retailers. Every progressive man- 
ufacturer realizes clearly that it is nec- 
essary to devote very little attention to 
selling his products to the retailer if he 
can educate the retailer to sell his 
products to the consumer. 

Having exercised the greatest care 
in selecting a retailer, the manufac- 
turer’s sales representative begins a 
certain educative process with him, 
which must of necessity, in many cases, 
extend over a considerable period of 
time. If it is not possible at the mo- 
ment to select a retailer who either is 
a progressive business man at the time 
he is selected, or is capable of being 
trained into one, it is altogether better 
to fail to be represented in that locality 
than to identify the “line” with an 
unprogressive storekeeper. 

The training which the salesman 
should give to his retailer relates to 
all phases of retailer business. It has 
to do with overhead, turnover, inven- 
tories, technical information relative 
to the use of products and their pur- 
poses, advertising, promotion, personal 
follow-up. 

What has been said relative to the 
retailer may be repeated with reference 
to the master painter. Both the re- 
tailer and the master painter are im- 
portant links in the distribution of 
paint and varnish products. It is not 
the intention of the writer to indicate 
that all retailers or all master painters 
are unprogressive or lacking in initia- 
tive, but any producer selling his com- 
modities through such or similar chan- 
nels recognizes fully that the need for 
education with many such distributive 
agencies is very great. 
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It is interesting in this connection 
to refer to “Save the Surface” sales- 
men’s clubs which are organized in 
many of the important cities of the 
United States. This is a compara- 
tively recent development during the 
past year and a half; and is a further 
indication. of how closely the entire 
paint and varnish industry is becoming 
knit into an industry having one great 
purpose. “Save the Surface” sales- 
men’s clubs are often instrumental in 
organizing “Save the Surface” dealers’ 
associations. These dealer associa- 
tions have become an excellent agency 
for the education of dealers in better 
selling methods. 


Resorts or SALES PROMOTION 
A’ ‘IVITIES 

The paint a warnish industry as 
a whole has n e wonderful strides 
in its selling met.ods during the last 
few years and it is of interest to call 
attention in closing to two measures 
of the progress which has actually been 
made. In terms of tonnage and gal- 
lonage, the total consumption of paint 
and varnish in 192% was 187 per cent 
of that in 1921 and in 1923 it was 152.4 
per cent of that in 1921. Nineteen- 
twenty was the record year up to that 
time, but 1922 was 12 per cent in ex- 
cess of 1920. Nineteen-twenty-one 
was by no means a poor year. The 
use of the year 1921 as a basis for com- 
putation is not because of the fact that 
it was a poor year, which it was not, 
but because of the fact that in 1921 
the “Save the Surface” Campaign in- 
augurated a movement among all in- 


terests in the paint and varnish indus- ° 


try to “Make 1922 the Greatest Paint 
and Varnish Year, and Double the In- 
dustry by 1926.” The slogan for 1923 
was the same as that for 1922 with the 
exception of the mention of the year 
1928. The slogan for 1924 was changed 
to “Make 1924 the Greatest Paint and 
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Year and Double the Industry 
Varnish Time,” because of more than 
half og the five year objective having 
Fos (ched during the first two years. 

o Ted legitimate question for anyone 

18 4 as to whether the marvelous 

to raise in consumption of paint and 
increase) eae since 1921 may be 
y in abnormally large construc- 
ivity. In answering this ques- 
: ust be remembered, first, that 
on it fate that only 25 per cent of 
it 1s ption of paint and varnish 
the consis occasioned by new con- 
products Sand second, that it is gener- 
struction; ted that, while the volume 
ally ig which is being done should _ 
y for the increasing popula- “ 












delayed construction 
building which has 
due to the war, 
actually gone on d 
years has hardly kept 
demand caused by increasing 
tion. The best authorities do 
tribute much if any of the volum 
building construction during the past 
two years to an abnormal condition. 
Another measure of the effectiveness 
of the sales promotion activities of the 
industry as a whole is found in a pecu- 
liar condition which arose during the 
Jast industrial depression. As men-. 
tioned above the paint and varnish 
industry has, in addition to its marine 
and foreign sales fields, two distinct 
domestic sales fields. .There is what 
is usually spoken of as the dealer trade, 
which includes paint and varnish sold 
through dealers and master painters 
to ultimate consumers, and what is 
known as industrial trade, with which 
in general jobbers and retailers have 
nothing to do. The industrial trade 
consists of paint and varnish products 
sold to large corporations, either for 
use In maintenance of plant and equip- 
ment or for consumption as a raw ma- 4 
terial in the manufacture of: their fin- 
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and invested tha 










es. 
o are following conditions 
e paint and varnish indus- 
ieve that the great proportion 
the consumption of paint and var- 
nish during the last two years is di- 
rectly due to the industry’s educative 
campaign which is beginning to regis- 
ter with the consuming public. 

It will be seen from what has been 
said above that so far as the “dealer 
trade” is concerned the paint and var- 
~^ nish industry is progressing rapidly in 
the solution of its sales problems. It 
has recognized clearly that its sales 
problem, in the major, is not competi- 
tive within the industry, but is com- 
petitive as between the paint and var- 
nish industry and other industries. 


PROBLEMS FROM INCREASED SALES 


There are a number of subsidiary 
problems which can be no more than 
touched upon, which have grown out 
of the rapidly increasing sales of paint 
and varnish products. There are to- 
day insufficient painters to supply con- 
sumers’ demands. This conditior. has 
caused the industry to attempt to do 
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three things: First, to get more mer 
to apply paint and varnish; second, tc 
enable each man to apply more paint 
and varnish per hour; third, to enable 
each man to work more hours per 
year. 

A systematic effort is being made to 
train journeyman painters. Appren- 
ticeship schools have been opened in 
many parts of the United States for 
this purpose. 

It is possible, through mechanical 
means, to apply paint and varnish prod- 
ucts especially in industrial uses many 
times more rapidly than by brush and 
to produce a film thereby which is as 
good as the best brush film. The use 
of such mechanical equipment is help- 
ing to solve the limitation from the 
standpoint of ability to apply paint 
and varnish products, which the in- 
dustry faces today. 

People in general have formed the 
habit of having their painting and var- 
nishing done at spring house-cleaning 
time. This causes a peak of work at 
one time of the year and in the past 
has caused a slack at other times of 
the year when outside painting, espe- 
cially, could be done to advantage be- 
cause of dryer surfaces. The industry 
is taking successful steps to lengthen 
the painting season. 

The volume of business available 
to be done by master painters has not 
only created a shortage of men to apply 
the paint, but has made necessary some 
means to enable the master painter to 
finance a larger volume of business. 
The paint and varnish industry has 
accordingly found it necessary to en- 
courage bankers to organize property 
improvement clubs, in which savings 
are set aside for painting and other 
property improvement. In addi- 
tion to this, the industry has encour- 
aged the organization and operation 
of financing companies, which finance 
the operations of the master painter. 
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Ii has been possible to develop such 
fmancing operations to a point where 
they are very simple, unobjectionable 
to the consumer and extremely safe to 
all concerned. 

The industry has inaugurated with- 
in its own membership a movement to 
“paint the paint trade,” with the 
avowed purpose of practicing what we 
preach. 

It is iiteresting to observe that as 
public consciousness to the economic 
necessity of paint and varnish has in- 
creased, there has developed a large 
demand from editors of newspapers, 
farm papers, magazines, and radio pro- 
grams for authentic information as to 
the use of paint and varnish products 
and as to attractive schemes for home 
decoration. It has become necessary 
for the industry to maintain an infor- 
mation service designed to give ur- 
biased, authoritative information upon 
such subjects. Government and state 
officials who are interested in the im- 
provement of rural conditions fre- 
quently call upon the industry for 
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in connection with paint and 
assistance, oh lems. 

i bankers, real estate opera- 
Editors county farm agents are be- 
tors, and) int and varnish missionaries. 
coming Pf] of the rural improvement 
The heat one of our state governments 
service Of months ago that it was the 
said a fe¥in his state thereafter, in con- 
intentionyith all rural building plans 
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may be problems of a sale 
other industries which could 
lyzed and handled successfully al 
lines similar to those employed by the 
paint and varnish industry. 





ARE THERE Too Many RETAILERS? 


The whole proposition is so impossible 
that it is a waste of time to talk about 
it. 

Since improvement of the retail 
situation cannot be brought about by 
an arbitrary limitation of number of 
stores, the question remains: What 
can be done to improve matters? The 
answer is to be found in better educa- 
tion of retailers, in more careful study 
of locations for new stores, and in the 
automatic elimination of inefficient and 
poorly located stores through the in- 
creased competition of chain stores and 
well-managed individual stores. At 
best, this must be a very gradual 
process, but progress is being made. 
In fact, the question of efficiency in 
retail store operation has never been 
tackled seriously until within the past 
ten years. The studies that have been 
made by business research bureaus of 
our universities, by jobbers, by trade 
associations, and by the government, 
are well known, and they are already 
beginning to have their influence. The 
work done by certain wholesalers in 
finding proper locations for people 
desiring to go into the retail business is 
also worthy of note, and might well be 
extended with considerable benefit. 


Tae CHAIN STORE 


The most striking advance in retail- 
ing, however, is being achieved at pres- 
ent through the chain stores. Be it 
noted that chain store companies do 
not rely on large stores, but plaster the 
map with small neighborhood stores. 
Consider, for example, the policies of 
the United Cigar Stores, and the At- 
lantic and Pacific Tea Company. 
Chain grocery stores have an advantage 
over the average individual retail gro- 
cery store by about 10 per cent. That 
is, they can sell for about nine cents 
what an ordinary grocer has to charge 
ten cents for. 

Chain stores are driving incompetent 
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retailers out of business, they are keep- 
ing new retailers from being established, 
they are cutting down the volume of 
business done by many individual 
stores, and their competition is also 
helping to develop well-managed indi- 
vidual stores. It has been found that 
chain stores succeed in capturing only a 
part of the trade of a community; prop- 
erly managed full-service unit stores 
are able to hold their own and prosper. 
Although there are no statistics bear- 
ing on the extent to which chain stores 
have displaced unit stores, the writer 
would hazard a guess that each chain 
grocery store in the country today 
takes the place of from 1}- to 14-unit 
stores. The development of the chain 
store is the most important thing that 
is taking place in the whole field of mar- 
keting today, and it is bringing about 
not only an elimination of unfit re- 
tailers, but it is acting as a great incen- 
tive for better merchandising methods 
in retail stores in general. The mail 
order house is having the same effect 
on retailers in small towns. 

Referring to the suggestion that more 
attention ought to be paid to the selec- 
tion of locations for new stores, it 1s 
worth noting that chain store compa- 
nies have reduced this matter to more or 
less of a science. Each possible site is 
carefully studied. Information is ob- 
tained as to the number and character 
of people who pass, the proximity of 
street cars, whether on the sunny or 
shady side of the street, the character 
of nearby stores, ete. After making 
such studies as these, the big chain store 
companies seldom make a mistake. Un- 
fortunately, individuals who contem- 
plate starting a store do not have infor- 
mation of this sort at hand, and do not 
know how to make a proper investiga- 
tion. Consequently, there are thou- 
sands of small, struggling retailers, who 
are located in unfavorable places, and 
who would be doing themselves and the 


204 


community more good if they were in 
better locations. 

So the whole problem simmers down 
to the question of improved methods of 
merchandising and better selection of 
store locations. To say that there are 
too many retailers does not go to the 
heart of the problem. It merely leads 
to impracticable suggestions. The 
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gradual process of raising the stand- 
ards of retail efficiency, allowing the 
best-managed stores to conquer the 
field as much as possible, is the best we 
can hope for. But we can all help 
by encouraging those agencies which 
are trying to educate retailers and to 
develop improved methods of mer- 
chandising. 


Modern Distributive Demands on Education 


By F. R. Cawn 
University of Pennsylvania 


N an inconceivably short period of 
time the economic aspect of our civ- 
ilization has been completely changed. 
Industry has developed rapidly from 
the home workshop period to the 
modern industrial factory. By the aid 
of ingenious machines thousands of ar- 
ticles are now produced where one was 
formerly. Whereas, under the old 


~ system, an artisan readily disposed of 


tem finds it increasingly difficrlt to dis- 

‘tribute its production. As a result of 
the perfected processes of production, 
distribution is coming to be a conse- 
quential factor in modern commercial 
life. While new inventions are con- 
stantly adding to the quartities of 
goods produced by factories, distribu- 
tion is, in turn, forcing new methods of 
transportation and communication the 
better to disseminate quantity produc- 
tion of industry. Water and rail trans- 
portation has made London and San 
Francisco as accessible to New York 
and Philadelphia as New York and 
Washington once were to each other. 
The development of the motor is rap- 
idly giving us control of our aighways 
and the air, while the telegreph, tele- 
phone, and radio, which have almost 
annihilated time and distance, are do- 
ing their part in this ever-increasing 
complex task of distribution. 

The greatest element, however, in 
this forward march has been man him- 
self; yet curiously, he has been permit- 
ted, until recently, to wander along al- 
\ most aimlessly. There seems to nave 


pels wares to his neighbor, this new sys- 
~ 


been little or no realization that the few 
individuals who were gifted in produc- 
ing the changes that have tazen place 


might produce a society in which the 
average or sub-normal man would find 
it difficult to exist. It has remained 
for those who come to work in the field 
of distribution to realizethat thehuman 
element is the greatest factor with 
which they would have to cope. They 
realize that it is through education, 
and education alone, that the tasks 
ahead of them can be accomplished and 
the neccessary distributive process for 
economic goods be scientifically organ- 
ized. They realize that to keep pace 
with the past and present achievements 
of the world at large men will be forced 
to change their conceptions of educa- 
tion as it relates to the dawning dis- 
tributive concepts of today. We are 
coming to see that education is a “so- 
cial process,” and distribution is forc- 
ing us to recognize its content as having 
great value in this process. 


Am or Present-Day EDUCATION 


Education has its contribution to 
make to the life of the country at large 
in anticipation of distributive economic 
requirements. So far, the inadequate 
manual training, secretarial, and com- 
mercial courses are the main attempts 
toward adjustment. These must be 
bettered. Also the tendency for the 
school to become an end rather than a 
means toward the adjustment of the 
boy and zirl to the business or factory 
world upon which modern progress 
depends must be rectified. 

In earlier education emphasis has 
been placed on reasoning, but the 
great human factors connected with 
distribution are forcing a study of the 
instincts, senses, and emotions. It is 


205 


206 


evident that these are the dynamic 
factors calling for control in our youth 
today. We shall make progress as edu- 
cation teaches us their use in relation 
to the dignity and efficiency of mod- 
erm economic demands. We might al- 
most say that the old academic ideal 
was discipline—intellectual discipline— 
while the newer ideal, promulgated by 
the forces of distribution, shows us 
that education has the possibility of 
developing dynamic, socially-minded 
business men. 


CoRRELATING EDUCATION AND 
Business 


Education has at last united these 
two ideals, and aims to give to every 
child the knowledge and specialized 
training that will enable him in his 
environment to make the best use of 
his innate abilities. This means that 
education strives to organize and en- 
rich, as far as possible, the mental life 
of the individual so that he can, with 
satisfaction and efficiency, find a 
sphere of usefulness in our modern com- 
plex life. 

Theoretically, this aim satisfies the 
demands of modern distribution, but 
it has not been worked out practically, 
and it is my contention that modern 
distributive efforts call for a new type 
of education which will train young 
people to meet the present evolving 
environmental needs and demands. 
The problem for educators, then, is to 
determine the type of training needed 
in this field and see that schools are 
built and curriculums formed to take 
care of these requirements. 

High schools should not be permitted 
to remain mere outgrowths of the aca- 
demic college, modelled and shaped to 
supply more academic material. This 
traditional stand has held the high 
school in its’ grasp and limited its work 
so that it reaches only a small percent- 
age of the potential students in its 
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district. The urge toward active life, 
that the field of distribution encourages, 
is more than ever in the veins of our 
youth, and only as more practical sub- 
jects enter the curriculum can they be 
induced to remain in school longer and 
in greater numbers. 

Even the majority of our colleges 
have not yet adapted themselves to 
modern distributive demands, though 
many have courses in business training. 
The courses have been forced on them 
by insistent requests from the outside 
rather than an inner comprehension of 
the type of organized courses which 
anticipate modern distribution. 


It should be remembered that busi-_ 


ness interdependence is placing a new 
responsibility upon modern educators. 
A business organization is now as much 
of a hereditary factor and as vital a one 
as our traditional family ties. While 
a business organization is environmen- 
tal to the growth of the land, it is also 
an. inheritance which represents honest 
toil, strong thinking, and often coura- 
geous action on the part of those who 
have fostered its growth. Further- 
more, it is through an appreciation of 
the laws related to its inception, growth, 
and development that youth is to uti- 
lize it in the further increase of wealth 
through distributive processes. 


KNOWLEDGE OF DISTRIBUTIVE 
Facrors LACKING 


Illustrative of the needs in this field 
we may cite the rapid growth of depart- 
ment stores. The owners of these im- 
mense distributing centers have worked 
diligently to select their merchandise, 
to transport it from every section of the 
globe and store it properly in order to 
meet the growing demands of the peo- 
ple. These men and their associates 
have tried to make their stock meet the 
requirements of every individual pur- 
chaser. They have found it necessary, 
in order to let the community know the 
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resources of the organization, to build 
up carefully planned and organized ad- 
vertising departments. They have 
splendid accounting systems and de- 
livery departments—in fact their sys- 
tem of distribution is excellent, with 
the exception of the human element. 
They find the products of education cf 
little or no value in the field of modern 
distribution because they heve not 
been trained to fit any of the types of 
work represented. 

It is through an appreciation of 
science and its application to the prob- 
lems of distribution that business may 
be made ethical and professional. 
Thousands of young men and women 
should be trained during the years of 
plasticity to appreciate the human, 
technical, and service values involved 
in attempting to make a livelihood in 
the field of distribution. 

Distribution is evolving a rew type 
of administrator and executive in keep- 
ing with the concept that all individu- 
als have a right to possess economic 
goods in accord, with merit, heppiness, 
and prosperity. In so far as my argu- 
ment suggests a technique of action, 
non-experimental but scientific, just to 
that extent should high schools and uni- 
versities sense the spirit of the times 
and adapt themselves to these modern 
demands. It is true that the student 
today is getting a certain kind of an 
education, but not the proper educa- 
tion to cope successfully with the prob- 
lems to be met in this field. 

Even in so technical and thoroughly 
trained a field as engineering, we find 
that men fail to make good executives 
because of their lack of knowledge and 
study of the distributive factors of 
business. This, however, is nat true 
of engineers alone, for the chemist— 
the doctor—the pharmacist, or in fact 
any man who specializes in other de- 
partments will be found to be just as 
lacking. Education has not given 
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that training which makes men think 
and act straight in the social and eco- 
nomic relationships connected with dis- 
tribution 

Distrikution has made it impossible 
for the small merchant to live within 
his own community without thought of 
the surrounding world. Every mod- 
ern merchant must watch national and 
world tendencies or his business is 
likely to slip away, and where, asks 
distribution, will he receive his educa- 
tion if the schools do not give it to him? 


New CURRICULUMS NEEDED 


The demands that are being made on 
education by distribution are nothing 
more than the operating of economic 
forces. We have reached the limit of 
endeavor that is possible without the 
aid of differently trained students and 
teachers. Economic forces are de- 
manding these new services for further 
progress. The above analysis will of- 
fend the present traditionalists as well 
as the present so-called practical group 
of educators. Our ideas in the past 
have been very definitely along mate- 
rial lines. We have been taught to 
reason about material things with 
great intelectual detachment, but our 
very ideas of democracy have often 
kept us from training ourselves to 
think as impersonally where human re- 
lations enter. 

Now, however, is the time for us to 
think seriously about formulating new 
working plans for the newer types of 
minds coming into vogue. It is not 
possible to add new material to old 
academic courses, as has been done 


“with so many of the economic courses 


in our colleges, and expect them to sat- 
isfy new demands. We cannot use the 
teachers, trained in academic lore, with 
academic viewpoints on every subject, 
to instill the new principles being de- 
veloped by the distributive process. 
It is not possible for the college to look 
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on the high school as passively as it has. 
It must give more aid to formulating 
the curriculum of these schools and 
more attention to its prospective stu- 
dents while they are still in high school. 
The high school course in turn no longer 
can take on the methods and atmos- 
phere of the college in order to meet 
college requirements. It is new types 
of intellectual material that education 
must disseminate, material which will 
train its students to assume tasks and 
meet the responsibilities of modern 
business. It must actually cultivate the 
skills which we have been permitting 
our youth to learn by imitation from 
their elders. A complete change is 
necessary, a change that will consider 
the demands made on the individual 
after he is placed on his own resources 
in the business world. 

It will be contended by certain fac- 
tions that distribution demands only 
the non-formal subjects and that from 
these you cannot get real cultural val- 
ue. With this theory we will have to 
take issue, for we feel that there are 
many subjects whose cultural value 
equals that of the formal group. Pro- 
fessor Thorndike says: 


Expectations of universal transfer of 
ability in large amounts are no longer en- 
tertained by competent thinkers. It is 
agreed that there is no mysterious necessity 
in the nature of man which makes an im- 
provement in grammatical reasoning spread 
to produce great improvement in all ration- 
al thought, or makes improved attentive- 
ness to numbers in computation produce 
power to attend to the cloth in a loom or the 
marks on a butterfly. It is agreed that a 
gain in oneability improves others only in so 
far as it is proved to do so,—that the ques- 
tion of the disciplinary value of any training 
is a question of fact to be measured, not an 
article of educational faith to be assumed. 
It is agreed that, roughly, we can hope for 
such wider improvement only in so far as 
the other abilities in question are in part 
identical with the ability specially trained. 
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From this it would seem that it was 
better to train the abilities sought than 
to train something else and expect the 
training to transfer later on. All that 
distribution asks is that education in- 
clude in its curriculum subjects of more 
practical value than an equal cultural 
value with the classics. It feels that 
in economics, psychology, political 
science, the study of labor problems, 
and economic geography and history 
there is an equal, if not greater, oppor- 
tunity to discover and transfer effect- 
ive, useful, and cultural ideals. Real 
culture always includes an acquain- 
tance with the great thoughts and souls 
of other times and races besides devel- 
oping within the individual an appre- 
ciation of the beauties of nature and of 
art. With this, distributive forces are 
entirely in accord. 


AFTER Hiran Scooor, Waar? 


Before proposing definite studies 
that distribution feels necessary to the 
curriculum of today, let us consider the 
youth and the working outlets open to 
him, and let us consider business and 
its organization, for only through 
proper co-ordination of the two can a 
satisfactory solution be reached. 

From the standpoint of the youth 
four fields are open to him when he 
leaves high school: 


First. He may enter institutions 
of higher learning. ‘We 
are informed through 
careful studies that fully 
50 per cent of the college 
graduates enter business. 
There is the possibility 
that he will find a place in 
distribution. 


Second. He may enter business at 
once, in which case he 
cannot escape possibili- 
ties with distributive 
agencies. 


Mopern DISTRIBUTIVE DEMANDS on EDUCATION 


Third, He may enter industry, but 
; since industry is so close- 
ly related to and even de- 
pendent upon distribu- 
tion—the more he knows 
about the relation of the 
two the better chance he 
has for success. 


Fourth. He may enter agriculture. 
Here, of course, as our 
modern society is con- 
stituted, we find that he 
is entirely dependent on 
distribution to take care 
of the products he has 
for sale. The more he 
knows of distribution the 
better fitted he is to meet 
competition in his field, 


To women all these fields are open, 
and added to them is a fifth, that of 
home making. In this field, as in all 
of the rest, distribution plays an ex- 
ceedingly important part. The more 
girls anticipate the “Art of Living” in 
terms of the esthetic and emotionally 
pleasing, the greater will be the future 
demands and responsibilities in keeping 
with a wholesome, healthy standard of 
living. Wealth is added to the nation 
as youth builds for happy homes. 

It is necessary, it seems, for the 
school to consider the occupations that 
these people must enter, and train them 
accordingly, which, according to our 
analysis, means that courses involving 
the principles of distribution must 
enter. Those who realize what is hap- 
pening know that the time has come 
for the school to include all aspects of 
modern life in its curriculum. It can- 
not fall back on the excuse that the 
curriculum is already crowded. It 
must be reorganized and expanded 
until all the subjects necessary to the 
full life of the individual are included. 

In every line of business there are 
two important parts known as the in- 
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ternal and external. Considered as 
internal are the functions of (a) admin- 
istration, (b) production, and (c) dis- 


. tribution, while those things which are 


external include: (a) a study of psychol- 
ogy and sociology, (b) a comprehen- 
sion of law and conformity to it, (c) 
participation in government and the 
absorption of the results of such gov- 
ernment, and (d) such agencies as 
banks and accounting systems. 

As we study these parts carefully we 
find distribution closely related to 
every other one whether internal or ex- 
ternal and that, in order to make an in- 
telligent curriculum, both sets must be 
included. We know that business, 
with distribution as its main branch, 
must soon be accorded the standing of a 
profession just as medicine, law or en- 
gineering, and it is toward that end 
that we present these demands. 


VALUE OF VocATIONAL GUIDANCE 


It is only natural that everyone will 
not be capable of reaching this last 
stage of perfection, some because the 
mental processes are lacking, and 
others because they belong in some 
other field. It is really in the realm of 
vocational guidance to determine 
which individuals are fitted for the 
various tasks confronting us. We 


‘select the proper equipment for our 


offices and factories and give much 
time and attention to selecting stock 
for our dairies, and there is far more 
reason for selecting carefully the indi- 
viduals who are to enter the various 
fields of business. Each individual 
should be watched, his peculiarities 
and aptitudes noted, and then under 
the direction of a wise vocational 
counsellor his course should be deter- 
mined. We should not during the 
college years of a boy’s life find that he 
is studying advertising when his out- 
look is that of an engineer, or that we 
have an individual trying to sell who 
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would be happier and more successful 
as an accountant. 

However, it works the other way 
also. We find fine specimens—heal- 
thy, energetic, and intellectual individ- 
uals—-who should be advancing in the 
field of distribution, but who have been 
forced out of school because of the eco- 
nomic condition of their family. We 
also find that many energetic types 
were not held because the curriculum 
was not adjusted to their innate wants 
and needs. These boys should have 
been saved, the way should have been 
opened for them to ‘continue their 
studies, and wise vocational counsel- 
ling might have done it. 

A wrong choice wastes years of an 
individual’s life, the time of the teach- 
er, and the money expended, and gives 
us at best a mediocre product. Edu- 
cators have, until recently, overlooked 
this phase of education entirely, and 
even now those engaged in the work 
are in many instances entirely unfitted 
for it. Teachers with no knowledge 
of affairs outside of the class room are 
trying to tell pupils what conditions 
they will meet in this, that or the 
other field of work. It seems almost 
an absurdity and, although it is a 
step above nothing at all, we should, if 
guidance means anything, start to 
train workers and produce standards 
which will do the work effectively. 


PRACTICAL, FUTURE-ÛPENING 
COURSES 


We may turn next to the individual 
subjects in the curriculum. When the 
pressure for these new subjects was 
first felt, the schools grudgingly put 
into the curriculum such courses as 
commercial arithmetic, typewriting, 
shorthand, and penmanship. They did 
not attract the students from the 
higher class of homes, for they consid- 
ered that a curriculum including such 
courses would lead their children no- 


THE ANNALS OF THE AMERICAN ACADEMY 


where. They were perfectly right— 
those courses and courses like book- 
keeping, filing, and office appliance 
manipulation are nothing more than 
the tools of business, the means of 
carrying on the work to be done in the 
field of distribution. They are means 
to an end, and that is all. Ifthey were 
properly used to give to the financially 
embarrassed student a means whereby 
he could support himself while con- 
tinuing with more worth-while subjects 
it would be all right, but this was not 
and is not their avowed purpose. 
To such courses as those named we 
could add business correspondence, 
secretarial work, a course in economic 
thrift, and one in general business ` 
economics which would give us courses 
from which to select during the first 
years of our training. As the work 
progressed the courses would more and 
more partake of those things pertaining 
directly to the field of distribution as: 
. Merchandising 
. Advertising 
. Selling 
. Psychology 
. Economics 
. Transportation 
and courses that would produce within 
the individual the ability to express 
himself clearly and accurately in his 
native tongue both orally and in 
written work. 
There would be many other helpful 
courses to be taken during a period of 
training for the work in distribution. 
Those that would prove to be the best 
assets, if properly taught, will be found 
in the following list: 
1. Logic and ethics 
2. Business methods 

. Principles of finance 

. Commercial languages 

. Commercial geography 

. Commercial law 

. Commercial and industrial 
history 
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8. Sociology 

9. Political economy 
10. Civics 

11. Accounting 

12. Production 

13. Insurance 


Organized as distribution demands, 
a one-year course in the high schools 
would givefundamental training which, 
by the end of the second year, could 
culminate by finishing shorthand, type- 
writing, or a secretarial course. This 
is but a beginning. The third year 
would permit of some slight specializa- 
tion in subjects like advertising and 
selling. The fourth year would give 
opportunity for the study of some ex- 
ternal problems of businesslike life in- 
surance, psychology or commercial law, 
while the fifth would complete a defi- 
nite course preparatory to work in the 
distributive field of business. 

Our next consideration is the teacher 
in this field. At present more women 
are teaching in these newer courses 
than men, and the majority of the 
teachers have no business experience 
and are not graduates of our schools of 
commerce. How can we expect the 
product of this teaching to take its 
proper place in modern competition? 
For teachers in this field a general edu- 
cation is desirable, followed by inten- 
sive research and business experience 
in the field of distribution. We want 
the same intellectual ability that is 
demanded for other university teachers 
and the same keenness to be displayed 
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in discovering, marshalling, and’ inter- 
preting significant facts. 

In this field the college should be the 
leader. It should point the way. It 
should help to write the books and to 
map out the courses that the high 
schools should follow. 


Future EDUCATIONAL GOAL 


Up to the present, many in the field 
of pure economics have written on 
subjects connected with distribution, 
not because they had any great interest 
in the field, but because of the theory 
involved. It has been truth apart 
from immediate and decisive action. 
This indicates that the literature in 
this newer subject needs to be written, 
filled with life values and energy incen- 
tives characteristic of the type that is 
being called to do distributive work. 

If modern distribution could but 
feel confident that the suggestions 
given were parts of plans in the process 
of formation and that education would 
take into complete consideration the 
suggestions that distribution has pro- 
posed, it feels that the aims of educa- 
tion might be nearer an accomplished 
fact and that thereby many of the prob- 
lems of distribution calling for solution 
would soon be solved. It is to be 
hoped that educators, experts, and 
business men will be called into coun- 
cil to debate and deliberate, until out of 
the discussion a new type of curriculum 
will be given form. We look forward 
to the day when a Distributive High 
School will evolve. 


The Automobile Industry and its 
Wealth-Contributing Factors 


By Cutrron Reeves 


Industrial Engineer; 149 Broadway, New York City; formerly Industrial Engineer for the 
Willys-Overland Company, Toledo, Ohio. 


N order to understand clearly what 
the problem is in the automobile 
business, it is necessary to know some- 
thing of its magnitude as a whole, and 
the place it occupies in the field of 
industry. 


GROWTH IN SALES AND UsaaE 


In the year 1928, 4,086,997 motor 
cars and trucks were produced in this 
country at a wholesale value of $2,- 
252,896,257; exports of motor vehicles 
amounted to $189,737,018.00. The reg- 
istration of cars and trucks totaled 15,- 
092,177. There is invested in the motor 
vehicle manufacturing business capital 
of $1,571,722,411. It pays out in wages 
and salaries the great sum of $579,- 
002,686 yearly. 

When you stop to consider that this 
tremendous business has grown from 
$946,947 in 1899, the wholesale value 
of the car and truck production that 
was, to the tremendous business, as 
already given, of over two and one- 
quarter billions, is it not astounding? 
As to the future of the business, It is 
estimated by competent authority 
that 41,614,248 persons are gainfully 
employed in the United States. Ac- 
cording to the 1920 census, with 13,- 
464,000 motor car owners at the close 
of 1928, or one car to every seven 
persons, we have a fair idea of the pos- 
sibilities for the sale of motor cars in 
this country. 

Analysis by the National Bureau of 
Economic Research of persons gain- 
fully employed shows that motor car 
owners are mainly in the field of those 


receiving over $1,500 a year. Those 
recelving under this amount are still 
unsupplied with motor transportation. 
While, of course, it cannot be assumed 
that all of the 28,150,000 gainfully 
employed non-owners of automobiles 
are prospects, yet it must be kept in 
mind that millions of them are young 
people whose incomes are on the in- 
crease. Furthermore, there is an in- 
creasing use of the automobile by 
business houses, providing additional 
market in this direction. 

One should also keep in mind the 
fact that in the year 1928 over a mil- 
lion automobiles, or, to be exact, 
1,010,526, were scrapped. This repre- 
sents only a part of the replacement. 
Replacement sales depend upon sup- 
plying the gap caused by scrapping 
motor vehicles and supplying new 
vehicles to owners who can sell their 
used cars. 


VALUATION INCREASED 


Coincident with the investment by 
the public in motor vehicles during the 
past ten years, there has been a con- 
tinual upward trend in various forms 
of savings. Assets of building and 
loan associations have tripled; life 
insurance in force is more than two 
and a half times as great; savings bank 
deposits have nearly doubled and the 
total individual bank deposits are 
more than what they were in 1918. 
Due to the low price of motor vehicles 
today, the 1928 wholesale value is but 
little higher than 1920, though produc- 
tion in terms of units is 50 per cent 
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higher. During this same period com- 
parative gains in money expended for 

‘*residential buildings about parallel 
the increase in motor production. 

The motor car industry is the third 
largest railway shipper of manufac- 
tured articles. In 1928, 471,547,000 
automobiles were shipped in freight 
cars from automobile factories. Besides 
this, 1,142,315 machines were driven 
from plants. 

The automobile dollar buys more 
than it did in 1918. It now buys 
111 cents’ worth of automobile, 101 
cents in gasoline and 128 cents in tires. 
In most other commodities the 1928 
dollar is buying only 60 cents’ worth 

a of goods. 

As an instance of how professional 
men use the automobile, the record 
shows that 144,000 doctors use motor 
cars. Facts also show that the eff- 
ciency of cars increase in direct propor- 
tion to road improvement. In the 
United States 88 per cent of all the 
motor vehicles in the world are owned 
and operated on the 2,941,274 miles of 
highway. In 1922 an expenditure 
for highways of $898,358,307 was made. 

The automobile industry today ranks 

; Second among commodity exports in 

this country. In the United States 
eae are 43,588 motor vehicle dealers. 
There are over 90,000 established in 
retail trade. These facts give some 
idea of the widespread magnitude of 
the distributing methods of this busi- 
ness, 


IMPROVEMENTS INCIDENT TO 
AUTOMOBILE INDUSTRY 


There are certain more universal 
aspects of the use of the automobile 
which should be recorded. Motor 
vehicle taxes contributed $471,548,000 
in 1928. The farmers, who represent 
the largest single group of citizens 
mm our country, own and operate 
4,100,000 motor cars, besides 400,- 
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000 motor trucks. There are 13,087 
consolidated rural schools of the United 
States. Of these 1,893 were established 
in 1923 and being attended by 289,000 
children, who ride to school in motor 
busses. We thus have some idea of 
the part that the automobile plays in 
the development of education through- 
out the length and the breadth of our 
land. What is a greater wealth-dis- 
tributing factor than a distribution 
of ideas through daily closer contact? 

The distribution of the motor car in 
relation to population shows that over 
30 per cent of the cars are on farms 
and in towns under a thousand people; 
20 per cent are in cities from 1,000 
to 5,000; 113 per cent are in cities 
between 25,000 to 100,000; 16x per 
cent are in cities from 5,000 to 25,000; 
and 214 per cent in cities over 100,- 
000. There are employed directly 
in the automobile business 2,879,370 
persons and indirectly 226,000 per- 


‚sons more~—grand total, 3,105,350. 


The producer of motor vehicles has 
the great background of what has been 
done in the industry to assist him to 
a knowledge of future requirements, 
coupled, of course, with general busi- 
ness conditions throughout the country 
and the export field. 

Experiences of some large and impor- 
tant automobile companies show that 
the safest and most profitable plan is 
to establish production schedules even- 
ly distributed throughout the months, 
rather than to try to meet fully the 
peak demand, particularly when it is 
abnormal. The penalty of the latter 
is to draw upon capacity and materials 
beyond the normal ability to supply 
them. 

The producer naturally has to study 
carefully what is going on in our coun- 
try and in the world, and to interpret 
as nearly as possible in motor cars the 
demands of the people. An outstand- 
ing example of this is that the closed 
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car business has gone now to 34 per 
cent of the total production, when 
only about five years ago it was about 
one third of this, or 10 per cent. 

Modern business requirements con- 
tinually make new and uncertain de- 
mands upon the time of its people. 
This fact has a general tendency to in- 
crease appreciation of the advantages 
of living in the country away from the 
thickly populated city life. This also 
has the further advantage of spreading 
wealth to larger areas. 

The widespread sale of gas and oil 
and other supplies for the motor car is 
so well understood that it needs no 
comment here. Property values are 
increased, hotels established and fac- 
tories are located in places made 
available by motor cars that ordinarily 
would have been placed nearer con- 
gested places in the cities. Habits 
of saving and thrift are practised and 
the value of credit established and ap- 
preciated. The habit of sacrifices for 
creditable purposes develops character, 
for statistics show that people pay in 
installments on their cars regularly 
and very satisfactorily. 

Several other consequential wealth- 
producing factors are a result of the 
automobile. The labor banks are 
growing by leaps and bounds. Mil- 
lions of dollars are being appropriated 
for highways built after the best type 
of foreign roads. Initiative and re- 
sponsibility of character is developed 
in the driving of motor cars. We are 
all coming to appreciate the highway 
as a thing of service through the use 
of the automobile which comes in- 
timately into our everyday life. Ap- 
preciation and importance of the 
responsibility of driving the motor 
car is also on the increase. The auto- 
mobile has taken its all-important 
place alongside of other means of 
transportation by rail and water. 

Highway improvement programs are 
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being planned to give maximum service 
to the largest number of people at a 
minimum possible mileage. There is 
an increasing appreciation of the need 
of preparing engineering and admin- 
istrative organization for the building 
of satisfactory roads. True economy 
concerns the whole of the people and 
must cover the total cost of highway 
transportation. 

It has truly been said that the 
service of the nation to its people is 
measured today in terms of transporta- 
tion. The key to the economic inde- 
pendence and maximum wealth of the 


‘nation lies in the facilities of transpor- 
„tation and communication. Í 
these are most effective the people are - 


Where 


healthiest and happiest. Where na- 
tions improve their facilities of com- 
munication, there follows a rise in the 
standard of living, in the average of 
education, of health, and the economic 
status of the people. 


WIDESPREAD DEPENDENCE ON 
Morors . 
In this country we no longer measure 
distances in miles, but in minutes. 
Half the nation rides to work daily 


$ le 
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in motor vehicles, or uses them for \ 
business and play. Practically all of * 


us eat food brought by motor vehicles, 
wear clothes dependent at some point 
in their manufacture upon motor 
transport, and live in houses being 
built of materials hauled by motor 
truck. Railroads are turning to motor 
trucking companies for assistance in 
hauling their local and short haul 
freight. The influence of the auto- 
mobile and motor truck is pronounced. 
The farmer has in many instances 
turned away from the old system of 
producing corn, oats, wheat, and hay 
for sale. The market of these was 
a seasonable proposition. Instead, 


they are shifting to dairying and the ” 


raising of poultry and vegetables. New 
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business is generated by motor truck 
operations extending into fertile dairy- 
ing territory, through which service 
is operated daily with a rail station 
on the main line of a terminal. 

That there has been a great social 
and economic evolution, resulting from 
the adoption of the motor vehicle as 
a universal means of transportation, 
is an indisputable fact. That it has 
brought changes in our methods of 
living, social intercourse, daily habits, 
and business practices and relations, 
although very often largely intangible, 
are none the less evident and certain. 
That it contributes to the happiness 
of the human race, far beyond any- 
thing that has ever been produced be- 
fore, is not capable of successful con- 
tradiction. Like the telephone, motion 
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picture, radio, and many other similar 
mechanical appliances of modern life, 
the motor vehicle has become an 
integral part of the life of the individu- 
al and hisfamily. It would be hard to 
conceive what would be the plight of 
our people if they were suddenly de- 
prived of this means of conveyance. 
The automobile itself is an expression 
of the desire for a larger and better 
outlook upon life. It breaks down the 
unfriendly barriers of the community, 
the state, and the nation through con- 
stant inter-communications. It has 
given new life to the city dweller and 
to the farmer, and today occupies its 
deserved place in the results it has 
produced in the material and spiritual 
welfare of the people of this country 
and the world. 


Sales Managers’ Quotas 


By C. N. STONE | 
The Babson Statistical Organization 


T is hard to find any business men 
who will agree on what a sales quota 


is or how it should be figured. Whyis 


this whole subject so badly muddled? 
Mainly because there are three differ- 
ent types of quota; each type serves 
its own particular purpose. 


(1) The Ultimate Quota or Sales 

Potential. 

This is an estimate of what sales 
should be in a given territory when 
it has been developed by adequate 
advertising, sufficient salesmen, sat- 
isfactory trade connections and 
other requisites. The executive who 
sets up such a quota does not expect 
to reach it this year or next, but in 
course of time, eventually, ultimately. 
It represents an ideal, a distant ob- 
jective, a final goal, perhaps a ‘‘sat- 
uration point.” 


(2) The Immediate Quota or Budget 

Estimate. 

This is an estimate of what sales 
in a given territory should be in the 
near future (next year, for instance, 
next quarter, or next month). It 
takes into account not merely the ter- 
ritory’s purchasing power, but also 
the number of salesmen operating in 
it, the amount of advertising, past 
sales, present prosperity or depres- 
sion, and other qualifying factors. 


(3) The Psychological Quota or Sales- 
man’s Task. 

This is the figure which the sales 
manager assigns to a territory as the 
mark which he asks the local sales 
force to equal or exceed. It is often 
based on psychology rather than 
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statistics. That is, some managers 
believe that certain of their salesmen 
work most effectively when aiming 
at an exceedingly high mark; while 
it may stimulate other salesmen more 
to have a quota which they can sur- 


pass by a wide margin. 


1. Tae ULTMATE QUOTA OR SALES 
POTENTIAL 


The least expensive and most satis- 
factory way to work out this quota is 
to use the actual sales record of cer- 
tain territories which are selected as a 
standard. For example, your annual 
sales in Michigan are $60,680; this is 
$16.40 per thousand population. Your 
sales in Ohio are $70,180; this is $12.10 
per thousand population. 

In Michigan you have been selling 
goods for several years. Your local 
sales force consists of a large number of 
well-trained and experienced men, 
whom you regard as among the best in 
your organization. You have persist- 
ently advertised in this state. You 
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have made numerous and desirable © 


trade connections. Altogether you 
have every reason to believe that in 
this state you are doing a thoroughly 
good job. 

Much the same applies to your dis- 
tribution in Ohio. Moreover, as can 
be determined from the records, your 
sales per thousand population in these 
two states are high compared with your 
other territories. 

Therefore, you decide that the per- 
formance of these territories will be 
taken as standard with respect to sales 
per thousand population. Of course 
it would be possible to use the Michi- 
gan results alone and set up $16.40 as 
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the standard. It is usually preferable, 

, however, not to pick the very highest 

‘ state, but rather to take an average of 
at least two states. Averaging, there- 
fore, $16.40 and $12.10 we get a figure 
of $14.25 as the standard. To deter- 
mine the sales quota for any other state, 
simply multiply its population (in 
thousands) by $14.25. 

For example, the quota of Geor- 
gia with a population of about 2,896,- 
000 would be in round numbers about 
$41,000. 

The objection immediately arises 
that population alone is not a suitable 
basis. Michigan and Ohio, for in- 

stance, with their great industrial de- 
p velopment may offer a far larger mar- 
ket for certain products than does some 
state such as North Dakota, for in- 
stance, which is mainly agricultural. 
Therefore, the next step is to con- 
sider also some factor other than popu- 
lation. For example, you can use the 
number of wage workers in the manu- 
facturing industries or the value of 
manufactured output, or the cost of 
materials used in manufacture. Fol- 
lowing the same procedure as suggested 
above, you can set up standards for 
sales per thousand wage workers, or 


-—_ sales per thousand dollars of manufac- 


tures, etc. There is almost no limit to 
the number of different factors which 
can be embodied in the quota. 

To continue the illustration, Michi- 
gan sales of $60,680 are $1.75 per $100- 
000 of manufacturing output; and Ohio 
sales of $70,180 are $1.37 per $100,000 
of manufacturing output. Averaging 
$1.75 and $1.87 gives $1.56 as the 
standard. 

Referring again to Georgia as the 
territory for which we are trying to es- 
tablish a quota: The manufacturing 
output of this state is $693,237,096; 
multiplying this (in hundred thousands) 
by our standard of $1.56 gives $10,814 
asa quota. It is evident that by ap- 
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plying these various standards we can 
work out a large list of quotas. Each 
of these will have reference to some par- 
ticular factor, such as population, value 
of crops, income tax returns, etc. In 
every case the quota figure will be ob- 
tained first by setting up a certain 
standard performance and then apply- 
ing this standard to the territory which 
is being evaluated, as already ex- 
plained. 

The final step is to take an average of 
the quota based on population, the 
quota, based on automobile registra- 
tions, the quota based on bank depos- 
its, and all the other quotas based on as 
many other factors as you wish. ‘This 
average may be unweighted; that is, 
each figure may be counted only once. 
Or, the average may be weighted by 
counting certain important figures 
more than once. 

For example, in the case of Georgia 
the average of the population quota 
($41,000) and the manufacturing out- 
put quota ($10,814) is $25,907. 

It is evident that this method has 
certain practical advantages. It rests 
upon the real sales record of what actu- 
ally has been done, rather than upon 
theoretical conjectures of what ought 
to be done. Second, it enables you to 
include in the quota every desired fac- 
tor capable of statistical measurement. 
Third, it is short and simple; inexpen- 
sive; readily understood by everybody 
in the organization. Fourth, all the 
figures are entirely in terms of dollars 
or some real and familiar unit rather 
than abstract index numbers. 


2. Tum [IMMEDIATE QUOTA OR 
BuoupaGet ESTIMATE 


Everybody in the organization may 
admit that ultimately sales in Georgia 
should be $25,907 or whatever the fig- 
ure maybe. For the near future, how- 
ever, any such result may be out of the 
question. Georgia may be covered 
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by only one salesman. Advertising 
may have been started only recently. 
There may be many reasons why Geor- 
gia’s immediate quota should be much 
below $25,907 representing the distant 
goal. ; 

The quota under consideration now 
is an estimate of what sales in Georgia 
will be this coming year. We want 
this figure to be sufficiently sound to 
serve for budget-making purposes. 

The procedure is to take some figure 
as a starting point, say last year’s 
sales or the ultimate quota, or some 
other basis; then modify this accord- 
ing to current conditions. 

Among these qualifying conditions, 
there is the matter of local prosperity 
or depression. One of the best ways to 
handle this phase of the problem is 
with the aid of a graphic chart. For 
example, if you select check transac- 
tions as a good general measurement of 
a territory’s business activity, you can 
readily chart these figures monthly 
_ over a period of years. On the same 

chart can be plotted your monthly 
sales in the territory. An inspection 
of this chart will often disclose a fairly 
constant relation between the move- 
ments of local business and the cor- 
’ responding fluctuations in sales. 

For instance, it may be discovered 
that when business is running 10 per 
cent above the same period a year ago, 
your own sales will show an increase of 
20 per cent. On the other hand, when 
local business is running under last 
year by 15 per cent., your own sales 
will show a decline of 80 per cent. 

In other words, your own sales tend 
to swing in harmony with general busi- 
ness, but through a wider arc or greater 
amplitude. Suppose that this proves 
to be the case. You are setting up 
next year’s quota for some territory. 
Local business in general is moderately 
weak in trend. Knowing from past 
experience that such moderate weakness 
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means a pronounced drop in your own 
sales, you will take the base figure 
(last year’s sales, the ultimate quota or 
some other basis) and mark it down by 
a large amount. Or, if the trend of 
local business is moderately strong, 
you will mark up the base figure. In 
short, a chief essential in determining a 
quota for any locality is not merely to 
decide upon the trend of local business, 
but also to know from past experience 
what will be the reaction upon the sale 
of your own product. Often a simple 
chart will answer this question with 
sufficient accuracy for all practical pur- 
poses. 


Likewise the base figure can be ad-_ 


justed upward or downward in propor- 
tion to the local advertising appropria- 
tion, number of salesmen to be em- 
ployed, and other influences. 

It is a question whether these ad- 
justments should be made by elaborate 
and refined formulas or by “inspec- 
tion.” Since the whole procedure is 
necessarily an estimate rather than a 
precise calculation, and must contain 
at best a large element of judgment, it 
is probable that the simple methods 
are preferred. 


For instance, if you are using previ- 


ous sales as a base, these can be charted _ 


on ratio paper and the curve can be 
projected freehand. This sounds like 
a crude operation; but in all this work 
with sales quotas it must be remem- 
bered that many of the data themselves 
(e.g., value of building permits) are 
hardly more than approximations. 


3. Tue PSYCHOLOGICAL QUOTA OR 
SALESMAN’S TASK 


The sales manager will usually want 
to have at hand both the final quota 
and the immediate quota, and he will 
use these figures as an aid in setting up 
what we have called the psychological 
quota, In fact, some sales managers 
may prefer to assign to their territories 
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the actual budget estimate as the sales 


. task which the territory is expected to 
* perform. 


There are other sales managers who 
find it better to use these statistics as a 
starting point perhaps, but will modify 
them in accordance with the tempera- 
ment of the local salesman. Doubt- 
less some salesmen put forth their best 
endeavors when driving for a mark 
which seems almost out of reach. The 
satisfaction of beating their quotas 
may be the greatest stimulus to a sales- 
man of another type. Sales managers 
have sometimes even gone so far as to 
let the salesman set his own quota, 
with the idea that a man will make es- 
pecial efforts to make good on what 
amounts to an informal pledge. 

In some instances, sales managers 
have assigned purely psychological 
quotas, having neither an ultimate nor 
immediate quota as a basis for their 
judgment. It is an exceedingly rare 
type of sales manager who has contin- 
ued success with such an arbitrary 
method. The present tendency is 
distinctly away from “subjective” 
statistics. . 


ConcLusioNn 
A great deal of needless misunder- 


~A standing and friction can be pre- 


\ 


vented by recognizing that in most or- 
ganizations there are three groups. 

First, there are the executive and ad- 
ministrative officers who are continu- 
ally looking several years ahead and 
planning for the long swing. For this 
group, the ultimate quota or sales po- 
tential is necessary. These men want 
to know, so far as can be foreseen, the 
logical limit of the business. 

Second, we have the group especially 
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concerned with making up and enforc- 
ing a budget for the coming year. It 
is for this group that the immediate 
quota or budget estimate is especially 
useful. 

Third, we have the officers of the 
sales department, in whose equations 
the human element so largely figures. 
For this group the psychological quota 
or salesmen’s task is sometimes expe- 
dient; but the closer it clings to a sta- 
tistical basis, the greater its value. 

Instead of attempting the unneces- 
sary and almost impossible feat of per- 
suading all three groups to accept a 
single quota, there is much to be gained 
by clearly recognizing their varying re- 
quirements and by giving to each 
group a quota designed for a distinct 
and specific purpose. 

It is a matter of common observation 
and experience that in order to be most 
effective a sales quota of any kind must 
have simplicity and reality. A success- 
ful quota is one which is understood not 
merely by the statistician who compiles 
it, but by the executive who applies it, 
and the salesman to whom itis assigned. 
The most effective figures are those in 
terms of dollars, bushels, tons, or other 
real units, or percentages thereof. 
Many statisticians have already been 
cured of the “index complex”; the 
epidemic will eventually subside; and 
quotas as well as other business figures 
will become plain instead of ornate. 

The foregoing notes are taken from 
many years of contact with concerns 
that are using sales quotas. The 
writer’s experience can be epitomized 
in the observation that it is easy enough 
to devise sales quotas and that the es- 
sence of the proposition is to make 
them pay. 


The Chain Store and Distribution 


By WALTER S. HAYWARD 
Author (with Percival White) of Chain Stores; Marketing Practice 


HE chain store has been one of the 
principal factors in the movement 
towards the simplification of distribu- 
tive functions. As such, it has caused 
pronounced concern among manu- 
facturers, jobbers, and retailers. It 
has been the subject of litigation, of 
recrimination, and of endless discus- 
sion, The manufacturer has hesitated 
to make full use of the chain store 
system as an outlet, because of his 
desire not to offend the members of 
his regular distributive systems. The 
jobber has made open war upon the 
chain because it bas frankly attempted 
to supplant him, and to some extent 
has done so. The independent re- 
tailer has often failed to recognize the 
decisive line of division between price 
merchandising and service merchan- 
Every concern which ultimately 
markets its products to the consumer 
is vitally affected by the status of 
chain retailing; more particularly with 
the position which it will occupy in the 
future. The following pages contain a 
brief résumé of the present chain store 
situation in the fields of retailing where 
it has become well established. 


TRENDS OF DEVELOPMENT 


The most rapid growth of the chain 
store has taken place in the grocery, 
drug, five and ten, dry goods, tobacco, 
and confectionery lines. It is essential 
to understand the reasons for this: 


1. The public demand in these lines is 
well defined; is not subject to great 
fluctuation in times of business de- 
pression; and in each case there is a 
‘repeat market.” 


2. The articles handled fall mainly in 
the class of necessities, or semi-necessi-~ 
ties, That is, they are regarded as 
essential by a proportion of the market 
large enough to insure a steady demand. 

3. Because of the standard character 
of the stocks, and the broad demand, a 
high rate of turnover may be maintained, 
which allows the chain to make a small 
but steady margin of profit at frequent 
intervals. 

4. Buying or purchasingis standardize 
and centralized at headquarters. 

5. Since articles are of smali unit 
value, and not bulky or heavy, the chain 
store is able to operate on a cash and 
carry basis—a factor of great importance 
in chain store growth. 

6. Merchandising is largely a matter of 
display and price advertising. 

4. Standardization of methods has 
made it possible to centralize manage- 
ment at headquarters and control mem- 
ber stores under managers who, while 
they may have a:pecuniary interest in 
sales made by their stores, have nothing 
to say about the conducting of them. 


The application of the chain store” 
idea to the retail fields which handle 
but one or two lines has been attended 
by new problems, and the outcome is 
not certain as yet: This applies to 
chains selling shoes, hats, hosiery, 
shirts, sporting goods, radio supplies, 
or millinery. It excludes the manu- 
facturer’s chain, which has its own 
problems to meet. The specialty 
chain must consider: 

(1) The greater diffusion of the 
market, making it necessary to re- 
sort to advertising to obtain sufficient 


volume of sales. Shoes, hats, and ho- > 


siery are not purchased so frequently 
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as groceries and other articles of daily 
need. 

(2) The necessity, in some cases, of 
operating on a service basis, thus 
bringing the chain directly into com- 
petition with the dependent. 

(3) The difficulty of centralizing 
management, when the several links of 
the chain are divided by wide intervals 
of space. 

(4) The greater degree of salesman- 
ship required. ‘The selection of a hat, 
of a pair of shoes, or of a radio set, 
requires a much higher degree of sales- 
manship than is required in the type of 
chain which sells purely by display, 
or on a definite demand from the 


‘customer. 


Non-Caain FIewps 


Finally, there are certain fields in 
which the chain has made practically 
no headway, such as hardware, jewelry, 
and perishable food products. 

The hardware field has witnessed 
several strategically planned attempts 
to inaugurate chains. Some years ago, 
the National Hardware Chain failed to 
make a success. Recently, the Win- 
chester Stores took a flying start, well- 
heralded, well-located, and well-adver- 
tised. But, like the drug store chain, 
which specializes in toilet articles, soda 
water, etc., the hardware chain finds 
that it sells littl hardware, and has 
rather the character of a sporting 
goods chain. 

The jewelry field is also practically 
unoccupied by chain systems. 

In other words, in those fields where 
the stock is very large, where the turn- 
over is necessarily small, where it is 
difficult to cut prices, the chain store 
does not flourish. 

The lack of chain success in the meat 
and fruit trade would seem largely due 
to the difficulty of supplying the 
various stores in accordance with 
demand. Furthermore, local sources 
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of supply often have to be utilized and 
the uniformity of stock, which is so 
important a part of chain system, 
cannot be maintained. 


Tar GROCERY Frecp 


The best view of chain store activi- 
ties may be obtained in the grocery 
field. The familiar red fronts of that 
Goliath among chains, The Great 
Atlantic and Pacific Tea Company, are 
to be seen almost from one end of the 
country to the other. Hundreds of 
smaller chains have wide local or 
sectional distribution. The independ- 
ent grocer is an enemy of the chain 
only until he has opened his second 
store. 

It is important to note to what 
extent the grocery trade has been 
taken over by the chains. Ten years 
ago the chains were confined mainly 
to congested city districts. Five years 
ago they had spread to the suburbs. 
They have now reached the small town 
and rural community. 

The grocery chain is definitely com- 
mitted to a merchandising policy which 
includes “‘loss leaders” and private 
brands. It is also committed, how- 
ever, to the policy of selling what the 
public demands. The chain takes the 
attitude that it is the function of the 
manufacturer to create public demand 
for his product. If he has not the 
capital nor the desire to do this, the 
chain cannot be induced to do it for 
him. The articles on the shelves of the 
grocery chain must be their own sales- 
men, and they must move, or make 
room for those that will. 

' The manufacturer who sells to the 
grocery chains must perforce be a 
national advertiser. The volume of 
his sales will depend upon the success’ 
of his advertising policy. He must 
compete with the chain’s own private 
brands which, although unadvertised, 
are no mean rivals. They are either 
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sold at a lower unit price, or a larger 
quantity is given for the same price. 


Furthermore, the chain takes every: 


precaution to see that the quality of its 
own brands is exactly as represented. 
What the manufacturer and jobber 
are primarily interested in knowing is 
the future potentialities of the grocery 
chain. The present trend is briefly 
this: All secondary considerations put 
aside, the chain store sells on a price 
basis; the independent grocer on a 
service basis. Each has its own clien- 
tele. When a chain store opens in a 
new locality, it will automatically 
obtain its quota of trade, provided 
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chain cannot survive against the 
individual service of the independent 
proprietor.” This may be true, but it 
does no harm to point out that the 
chain still would have the advan- 
tages of combined purchasing power, 
of centralized management and of 
standardized retailing. 


Tur Deva CHAIN 


The situation in the drug field is by 
no means settled. To date, the large 
drug chain has been mainly a down- 
town proposition in urban centers. 

The feature of its policy has been its 
ability to merchandise articles never 


‘ ‘ 


there is no other chain competition. 
The independent retailer will have to 
resign himself to seeing a certain por- 


before associated with drugs. It will. 
sell anything from canary birds to~ 
hairnets, provided there is a demand ~ 


tion of his trade leave him. If there 
are too many independent retailers, 
the weaker ones will succumb. The 
grocery field, however, will only sup- 
port a certain number of stores selling 
on a price basis. In the urban and 
suburban sections, this demand has 
already been taken care of. The 
great extension of the grocery chain at 
present is in the small town and rural 
community. 

As in every case where there is great 
stimulation to growth, there is a ten- 
dency to go beyond the mark, with a 
consequent period of readjustment. 
Signs point to something of this sort 
occurring in the grocery chain field. 
There is a new phase of competition 
between chain and chain. It is the 
direction which this competition takes 
which should be closely watched. 
Obviously price cutting is no solution. 
Such a policy can end only in the sur- 
vival of the strongest chain, and the 
absorption of its weaker rival. 

Suppose, however, that some chain 
system announced its intention to 
operate on a service basis. “It cannot 
be done,” says the sceptic. “Once 
remove the price attraction and the 


for them. It has departmentized its 
activities, and follows close on the heels 
of the department store in its scrutiny 
of customer habits and traits, con- 
sumer preferences, and other factors. 
Like the grocery chain, the drug 
chain cuts prices on standard articles 
for “loss leaders.” It may have 
private brands of its own, but so many 
of the drug chains consist of a few 
stores only that this is not the general 
rule. While it is not possible to reduce 
stocks to any small number of items, 
there is a settled endeavor to avoid 
untried innovations, and to carry only 
articles for which there is an established 
demand. The turnover of the drug 
chain, for this reason, is in excess of 
that of the independent drug store. 
Like the grocery store, the true drug 
store is a neighborhood proposition. 
But the obstacles in the way of chain 
operation are greater because of the 
variety of stock necessary to carry, and 
the difficulty in maintaining adequate 
turnover without the large volume of 
trade secured only ih down-town 
locations. There are, however, small 
chains which endeavor to operate drug 
stores In suburban locations, and which 
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are moderately successful. There are 
undeniable possibilities along this line, 
but the great opportnuities present in 
the grocery field are lacking. 

The United Drug Company has 
utilized the chain idea in its extension 
of Rexall agencies. Instead of operat- 
ing the store itself, it has induced the 
proprietor to sell its brand, and assists 
him with publicity and dealer helps. 


Tue Frye anp TEN Centr Srors FIELD 


The five and ten cent store chains 
are among the most interesting of all. 
They have come to be All-American 
institutions, and no longer exist merely 
for the lower classes of society. Their 
tremendous selling power, based al- 
most entirely on the display of the arti- 
cle, is well worth the manufacturer’s 
careful attention. Purely as a source 
of sampling, many manufacturers of 
branded articles have found them to be 
advantageous. Other manufacturers 
have been able to dispose of surplus 
production to advantage through such 
channels. Still other companies have 
turned their entire energies to supply- 
ing the needs of the five and ten cent 
chains. 

The five and ten cent field is one 


` where there is virtually no independent 


L 


< 


competition. It would be practically 
impossible for any organization with- 
out huge buying power and great 
volume of sales to provide the variety 
and assortment of values now obtain- 
able on the counters of the five and ten 
cent store. 

Unlike the grocery and drug chain, 
the five and ten cent store originated in 
the small town, and only spread to the 
city in the later stages of its develop- 
ment. Its extension is, however, 
limited by the necessity of a certain 
minimum population in order to sus- 
tain a stipulated volume of sales. 

The Kresge policy of raising the five 
and ten cent limit to a dollar, or the 
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Grant policy of selling articles at even 
a higher value, tends to bring the five 
and ten cent chains close to the dry 
goods chain. 


Tue Dry Goons Cuar 


There are two aspects of the chain 
situation in the dry goods field. In 
the first place, there are the organiza- 
tions, like the J. C. Penney Company, 
which operate in communities of 
moderate size, which standardize 
operations, and sell from a limited 
stock of staple goods. Such chains fill 
a definite need in towns and cities 
which cannot afford to support urban 
department stores. They give the 
consumer a choice in up-to-date mer- 
chandise which the strictly local retailer 
would not, under ordinary conditions, 
be able to do. 

The greater qualities of management 
required in the dry goods field make it 
necessary to give the local manager a 


-larger degree of control than in most 


other chain fields. In the case of the 
Penney stores this amounts to a one- 
third interest. 

The advantages of chain store or- 
ganization have been recognized by 
certain department store groups, in so 
far as buying and financial control is 
concerned. While not chains, in every 
sense of the word, they pool their 
resources in making purchases, and are 
thus able to realize substantial econo- 
mies. ‘The local operations are, how- 
ever, usually carried on separately. 


Tosacco CHAINS 


The manufacture of tobacco prod- 
ucts lies mainly in the hands of a few 
large concerns. The tobacco chain 
developed and grew, much as the 
grocery chain, from a hitherto unex- 
pressed consumer need for a store 
which would provide fresh tobacco 
goods at reasonable prices. The 
United Cigar Stores was among the 
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first of the chains to give careful atten- 
tion to the small niceties of retailing 
such as the entrance flush with the 
sidewalk, the “thank you” with every 
purchase, the psychology of the open 
door, and the lighted interior. It 
stressed the arrangement and economy 
of space so that one man operation 
could take care of a maximum rumber 
of customers. It laid careful plans to 
secure the most desirable locations, 
realizing that the tobacco store, like 
the candy store, depended for >racti- 
cally all its business on the passer-by. 

The present situation in the retail 
tobacco field is that in the city the 
chain store has practically supp_anted 
the other retail tobacconists, while in 
the small towns and suburbs, tabacco 
is handled by the news merchant, the 
grocery store, the drug store, or per- 
haps the general store. 


THE CONFECTIONERY FreLp 


The candy chain has hitherto been 
another city proposition. It is no un- 
common thing to find on the same 
block five or even six candy stores 
belonging to different chains. While 
candy is a convenience article and 
purchased, therefore, wherever the 
buyer happens to be at the monent, 
and while most candy is purchased by 
men who are notorious for buying from 
the nearest place, there is a definite 
difference in the various brands. 
Hence the efforts on the part of candy 
manufacturers to impress the public 
with the excellence of some particular 
brand. 

A great many confectionery chains 
are owned by manufacturers such as 
‘Huylers, Lofts, or Page & Shaw, or else 
they control their own factories, as do 
the United Retail Candy Stores. 

Since the impetus afforded by the 
inauguration of prohibition, the candy 
field has been fairly well filled so far as 
chain systems are concerned. The 
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candy store not only has to overcome 
competition from other candy stores, 
but also the competition of drug stores, * 
news stands, groceries, and other re- 
tailers where candy is to be purchased. 


OTHER FIELDS 


The chain store system which sells 
clothing, shirts, shoes, hats, stockings, 
waists, millinery, or any other line`of 
wearing apparel, usually operates as 
the exclusive agency of one manufac- 
turer’s line, or else serves as the retail 
outlet of some particular manufacturer. 
While it sells articles which come under 
the classification of necessities, the 
intervals between a purchase and a 
repurchase by one individual are great % 
enough to confine the existence of such ~S. 
chains to the cities. 

The Thompson chain in Chicago, 
and the Waldorf chain, with head- 
quarters in Boston, are samples of what 
aggressive merchandising tactics can 
do in the restaurant line. The Childs 
Company also shows what may be 
accomplished, even where table service 
is provided. 

There are several fields which have 
not been covered in the above survey, 
such as the sporting goods, the radio, 
and the bakery chain. The radio je 
chain is one of the latest arrivals, and 
bids fair to prove successful provided 
that stock can be standardized suffi- 
ciently to imsure a fair turnover. 
They present somewhat the same 
problems as do automobile supply 
stores, where there are a great many 
brands and no definite demand de- 
veloped on the part of the consumer. 


CONCLUSIONS 


As far as can be discerned at present, 
the situation in the chain store field at 
large is somewhat as follows: 

(1) The presence of the chain store 
has been accepted as an accomplished , 
fact by the majority of manufacturers 
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and jobbers. There is a growing 
tendency to admit that an organization 
“ which does not give service is justified 
in charging at a lower rate than one 
which does give service. 

(2) The establishment of new chain 
stores has been particularly noticeable 
in small towns and rural communities. 

(3) There is evidence to show that 
in certain retail lines the chain store 
growth is approaching its peak, notably 
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in the grocery field. While there will 
always be a normal growth, based on 
increase in population, the actual 
establishment of’ new units cannot be 
extended much further. 

(4) The character of chain store 
activities in the future will be largely 
determined by the character of compe- 
tition between chain and chain, and 
not between the chain and any other 
agencies. 


The Justification of the Chain Store in Our Present 
System of Distribution 


By E. C. Sams 
President, J. C. Penney Company 


HE history of retail selling is a 

recital of ever-changing methods 
and conditions. Evolution is at work 
here as elsewhere. It would seem that 
as soon as men began to consider, they 
recognized the necessity for improving 
the mechanics of trading. 

Of course we have long since passed 
from that state where merchandizing 
consisted of an isolated barter between 
two people, the buyer and seller. The 
conservation of time and energy has 
made necessary the elimination of 
many superficial practices in selling. 
The Old World custom of placing an 
unreasonably high price on every 
commodity offered for sale, and then 
chromatically lowering the figure ac- 
cording to the judgment and demands 
of the buyer, proved to be too tedious 
an operation for the volume of business 
conducted in the Western World. 

In many quarters, however, the 
desire to secure excess profits was not 
abated. It became customary for 
high prices to be asked on the basis of 
correspondingly high sounding claims 
concerning the merit of the merchan- 
dise offered. It is apparent that most 
men were in business because necessity 
compelled them to do something, and 
they, not caring to do more than was 
absolutely required of them, sought 
long profits and accepted fewer sales 
because less energy was thus exerted 
in the effort to “get along.” Not at 
all strange, then, that there should 
have come into existence the slogan of 
“Let the buyer beware!’ However 
unmoral as a code, such sharp practice 
showed up some customers for the 


dupes they were and quickened the 
wits of others, compelling them not 
only to be able to recognize compara- 
tive values on the market, but to insist 
upon receiving full returns for all ex- 
penditures made. 

As I recount the history of selling, 
I am ever puzzled over the opposition 
which men have offered to natural law. 


I am compelled to admit that the~. 
unwise methods just mentioned may * 


yet be found in operation with alto- 
gether too large a percentage of mer- 
chants—all of which serves to defeat 
the best interests of such operators and 
their many customers as well. Count- 
less sales devices have been employed 
in an endless effort to out-trick the 
customer at the market place. Doubt- 
lessly certain unscrupulous merchants 
will always persist in this policy of 
value-deception. But we have reason 
to believe that America has witnessed 
the high flux of such practices and that ! 
future years will show even greater 
development of the principle of Service 
in Selling. The Golden Rule is being 
proved practical in business. 


RIGHTEOUSNESS IN BUSINESS 


Very gradually, merchants are being 
compelled to see the futility of dis- 
honest dealing. The fact that honesty 
in the smallest sale actually pays, comes 
to them as a most wholesome reaction 
after their many unsatisfactory ex- 
periences of previous years. It is to 
be regretted that scarcely two genera- 
tions back, guarantees were to be 
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scanned quite as carefully as were the» 


goods themselves, if perchance any 
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dependence at all was to be placed in 
_ them. And the slogan “Satisfaction 
* guaranteed or money back!” dates its 
beginning within the memory of every 
one of us. Thus have we come to see 
the wisdom of forsaking the ways of 
Shylock. In almost any village in the 
land, a customer accepts the mer- 
chandise offered him on the faith of the 
average merchant’s guarantee. One 
hundred per cent of such confidence 
has not been secured, but it is well to 
note that the tendency is ever up- 
grade, with the merchant constantly 
alert to assure every customer a square 
deal and honest values. 

It is well to note that competitive 
selling has been a most vital factor 
throughout the evolution of merchan- 
dising. Meaner spirits, desiring to re- 
move the necessity for more aggressive 
selling on their part, have attempted 
by various devices to undermine the 
confidence of purchasers concerning 
goods displayed in competitive mar- 
kets. While many merchants have not 
entirely quit the practice of making 
questionable comments regarding the 
merchandise of a competitor, yet the 
reaction is wholesomely in favor of 
keeping the customer interested in 
4 what is being shown him by virture of 
‘the positive salesmanship employed. 
And a commendable riddance it is, 
too. 

In the early period, raids on store or 
home, physical injury to competing 
merchants and confiscation or partial 
destruction of stocks were resorted to 
by bolder merchants who desired to 
eliminate all competition possible. 
Sheer laziness, hatred, and jealousy 
were thus permitted to inject them- 
selves into the commercial world, all 
of which delayed the arrival of our 
present era of industry and aggressive 
selling. How strange it now seems 
*that the merchants of a community 
should have considered themselves 
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natural enemies of each other because 
they chanced to be engaged in the 
same kind of business. Only in recent 
years have many of these men been 
open-minded enough to greet their 
competitors when they chanced to 
meet; in fact, the idea that they might 
profit mutually through co-operation 
is the product of strictly modern 
methods of selling. What a long 
route these men have traversed in 
their thinking before they realized 
that they could afford to stop their 
petty, undermining influences as a 
part of their competitive policy. To 
their customers it must have been a 
most disgusting experience, and we are 
certain that they purchased of such 
merchants simply because they were in 
need of the merchandise which could 
be secured only through these men. 

More recently, certain carefully 
planned combinations of business were 
arranged evidently for the purpose of 
monopolizing the sales in their re- 
spective fields. It was charged by the 
public as well as by competitors that 
these interests sought first to remove 
competitive effort from the field by 
selling below actual cost of production, 
in order that inexcusably high prices 
might then be charged for these same 
commodities after the field had been 
cleaned of all effective competition. 
This policy clearly indicated cut- 
throat competition with absolutely no 
regard for the interests of the buying 
public, and the eventual adoption of a 
selling schedule which meant inex- 
cusably long profits to be exacted from 
helpless customers—a_profit-for-prof- 
it’s sake policy regardless of the values 
given the customers in exchange for 
their money. 

It was natural that some such legis- 
lation as the Sherman Anti-Trust Law 
should have given expression to the 
demand of the public for a just and 
reasonable sales protection. And it is 
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not to be wondered at that all large 
business enterprises are often looked 
upon with suspicion and not infre- 
quently subjected to unjust criticisms 
because of the selfish methods formerly 
employed by those unscrupulous in- 
terests. Indeed, I am frank to say 
that in the early days of our own 
organization it was freely predicted 
that we sought to monopolize the 
field of retail selling only to inaugurate 
-a later policy of unscrupulous price 
setting and high-handed money grab- 
bing. What a pleasure we have de- 
rived from this privilege to disabuse the 
minds of such people and to show them 
that our first policy was indeed a per- 
manent basis on which we propose to 
transact business. 

However, the present generation 
witnesses a growing consciousness of 
what I am pleased to call righteousness 
in business on the part of many of our 
leading merchants. They have come 
to see that they do not profit by trying 
to prevent competitors from getting 
busmess nor by trying to exact long 
profits from customers; and they have 
learned to give more careful attention 
to their customers and to the type of 
service the public has a right to expect. 
Thus they are rewarded with at least 
their proportionate share of the com- 
munity’s patronage. 

These stages of development in 
merchandising are well known to all 
people. I mention them only to show 
that much of past effort as well as lack 
of effort has served to hinder the in- 
terests of the actual consumer. It 
migkt well be called lost motion in 
business. Indeed we scarcely realize 
yet the enormity of the transgression 
whic. merchants formerly perpetrated 
upon customers, openly demonstrating 
by their attitude that they thought 
very much more about the profits they 
hoped to receive than they considered 
the quality of service rendered. ' 
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In comparison with such methods, 
the modern chain store system of 
retailing is indeed a far cry from the * 
day when villagers depended upon the 
traveling peddler’s pack for supplying 
their common merchandise needs. 
However, I am prompted to say just 
now that what I have to offer as a 
justification of the chain store as a 
factor in our present system of dis- 
tribution shall be given from the view- 
point of the J. C. Penney Company’s 
experience. I am conscious of the 
fact that there are many types of 
chain store systems in operation today 
(one estimate placing the number of 
such companies in excess of two thou- 
sand), and I am not therefore inclined, 
to extend my convictions so as to cover 
all similar organizations, for I cannot 
know to what extent they are operating 
in accordance with universal law. 
Many people are still prejudiced 
against multiple effort in business. In 
their thinking they are inclined to 
believe that all major business projects 
are based on the sole desire to gain 
maximum profit and to give minimum 
values in return. J am frank to admit 
that this biased thinking has been used 
in arguments opposing chain store, 
systems. I propose therefore to show:a 


1. What we try to give. 
2. Our type of competition. 
3. What we hope to receive. 


SERVICE IN Sates POLICY 


As a class, merchants are learning 
that, while honesty. may be a good 
business policy, yet it alone is not 
sufficient to secure a frequent turnover 
of stock and win friends for future sales. 
They have been forced to turn to the 
copy-book maxims for safe standards 
in selling and at the same time they 
have found it advantageous to devise 
new and better methods of seling 
Salespeople are constantly reminded 
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that personal interest, genuinely ex- 
perienced, must be a part of the sales- 
work. They are told that every cus- 
tomer is entitled to receive courteous 
treatment; that friendliness and per- 
sonal service invested in an immediaté 
sale is but the beginning of a possible 
number of future sales. 

When our first store was opened to 
the public in 1902, Mr. Penney in- 
augurated his policy of Service in Sales 
on exactly the same basis as that on 
which we still do business. We are 
convinced that our strict observance 
of the Golden Rule has been of in- 
estimable value to our customers where 
we operate, and a never-ending source 
of satisfaction to us in our work. 

No merchant has a right to look 
upon his business solely as a source of 
profit. He depends upon his day’s 
labor as a source of income, but he has 
no reason to expect the consistent 
support of his community unless he 
reciprocates by first showing a jealous 
interest in the needs and preferences of 
that community. He must realize 
that buyers and sellers no longer exist 
in equal numbers. Those who have 
commodities for sale may live in remote 
regions; qualities and designs may 
vary; he is therefore privileged to visit 
the market in the interest of his cus- 
tomers and select for them, since they 
cannot do this for themselves. He is 
an agent for the public; self-appointed 
I grant you, but entitled only to re- 
muneration in exchange for the actual 
service rendered, 

The customer is not only alert lest 
his money be given in exchange for 
inferior merchandise, but he is ever 
desirous that his money shall be placed 
with the particular merchant who suc- 
ceeds in showing him the greatest 
value for the money spent. Thus, 
the average merchant has turned from 
the age-old policy of indifferent buying 
and unscrupulous selling, and he now 
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strives not only to be frank in his 
selling, but skillful in his buying. If 
he is farsighted, he knows that he is 
entitled to only a fair return for his 
services. And like any other honest 
worker he is willing to give personal in- 
terest and effort in exchange for every 
penny of profit which comes to him. 

Merchandising has come to be a 
highly specialized form of selling in 
which the customer’s comfort and 
viewpoint is most carefully considered. 
The merchant therefore should be paid 
for his service as an agent of the buy- 
ing public; and his success depends 
largely upon his ability to interpret the 
needs of his community in quite the 
same manner as any other representa- 
tive of a group of people focuses his 
attention upon the kind of service he 
is expected to render. Thus this 
agent has come to see that in rising 
above the profit-for-profit’s-sake policy 
and in accepting only a just return for 
each sale made, he is not only putting 
his business on a higher plane, but he is 
actually promoting the cause of eff- 
cient distribution—for which the public 
is justly grateful. 

There is another type of service 
bemg rendered by the chain store 
which is characteristic of multiple 
effort, namely, creative service. The 
public is always in need of many com- 
modities which are too high priced to 
be popularly available. The demand 
exists for them, and the directors of 
chain stores spend much time and en- 
ergy in the atiempt to produce addi- 
tional articles of merit at cheaper 
prices through the elimination of 
inefficient methods of manufacture and 
extravagant agencies of distribution. 
Scores of such articles are now on the 
market because chain store manage- 
ment has substituted scientific meth- 
ods for previous slipshod procedure, 
and out of such creative labor the 
public is greatly benefited. 
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The preceding statements represent 
the highest standards merchandising 
has ever been placed upon. We recog- 
nize them to be wonderful theories on 
business and still more commendable 
when actually applied. It is worthy 
of note that only as a sales policy tends 
to estrange itself from these recognized 
principles does the economic reward 
show a corresponding decline. In other 
words, much of the present criticism, 
which is apparently directed against 
the bulwarks of Big Business, may be 
shown to have grown out of past 
abuses of the public confidence as 
perpetrated by selfish men. There 
need be no such criticism made of 
modern merchandising methods and, 
I am frank to say, this has been reduced 
to the minimum where a clean-cut 
sales policy is in operation. 

It is quite natural that some so- 
called “independent” merchants should 
resent the purchasing power of a chain 
store system. Has it not been ever so? 
When power machinery was first in- 
troduced in the factories in England, 
were not protests registered by every 
craftsman? He was sincere in believ- 
ing that machinery had usurped his 
place. He felt it his duty to destroy 
all power machinery as a matter of 
self-preservation; but while many spent 
themselves with the attempt to destroy 
a new order, there were others who set 
themselves to the task of learning 
how to operate the newly invented 
devices, and they quickly discovered 
that the work was more enjoyable and 
the remuneration quite as good, in 
many cases better than under the old 
system. 

The path of progress will always be 
lined by those who, refusing to catch 
the step of the new era, declare that 
their rights have been trampled upon. 
At present, if any criticism is being 
made of the chain store system or 
distribution, it is principally on the 
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part of those who have failed to see 
the opportunity for rendering a supe- 
rior type of service in their communi- 
ties. It is significant that the cus- 
tomer multitudes have no criticism. 
They are being served! 


CAUGHT WITH ÛVERSTOCKED Goops 


There are many well-meaning mer- 
chants who do not know what it costs 
them to conduct their business. Of 
course they can find out after the year’s 
record is closed, but I mean that they 
have no clear-cut sales schedule by 
which they may know how to figure a 
reasonable profit on an article sold. 
It is therefore the custom for such 


men to go to the markets, select such AN, 


merchandise as in their judgment will 
be well received by their patrons; 
eventually a price is put upon each 
article which it is thought the customer 
will pay. Frankly, if there is an error 
in the price set or, for any other reason, 
the merchant finds himself overstocked, 
he immediately resorts to a special 
sale and thus attempts to solve his 
problem. This practice is so com- 
monly accepted as a necessary step in 
merchandising that much surprise has 
been shown over our adoption of a 


no-special-sale policy. And yet noth- ». 


ing could be more absurd. The idea 
that an article should be sold for what 
it will bring instead of for what it is 
really worth, savors mightily of the 
auction stand and frontier days. 

For illustration, let us assume that a 
merchant has an oversupply of a cer- 
tain grade of ladies’ hosiery. He 
marked this number $1.98 when it was 
first displayed simply because he 
thought he could get that much. But 
with the passing of weeks, he becomes 
fearful lest he be caught with what is 
termed “frozen stock,” and so he 
reduces the sale price to $1.48, hoping 


thereby to offer an added inducement ` 


to prospective purchasers. Now if 
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the hose was really wcrth the first 
price charged, then his faulty judgment 
will eventually lead him :nto financial 
difficulties, but if he really overcharged 
the first purchasers then they have a 
genuine grievance against him and 
should be more wary when making 
future purchases in his store. In 
either event, he has displayed faulty 
judgment and poor salesmanship, and 
I am unable to see why suzh methods 
should still be employed save as a last 
resort to meet the demands of cred- 
itors. Surely if we were tc render no 
other service than the establishment 
of the ‘‘one-price”’ plan, our organiza- 
tion would be fully justified for its 
existence. 


GUARDING AGAINST OvVERSTOCKING 


It is well to remember that a part of 
our economic policy depends upon the 
ability of each manager to interpret the 
buying capacity of his community. 
He is expected to make a careful sur- 
vey of the needs in every staple line 
and to determine what price his cus- 
tomers are able to pay. We then go 
into the market with this information 
and, knowing just how much it will 
cost us to market our merchandise, 
we are able to figure all purchases on 
the cost-plus basis. In other words, 
when we have listed the cost of selling 
a certain number in hose as previously 
mentioned, together with a reasonable 
margin of profit for our services, we 
then know just how much value we 
may go after in the market in order to 
be able to offer a consistent value at 
$1.48 or $1.98 or whatever figure that 
particular manager designates a3 the 
priced article in greatest demand by 
his customers. And at all times it is 
our earnest desire to pack every sale 
with maximum value both in ma- 
terials and in workmanship. Nor 
must it be forgotten that we are con- 
stantly alert to prevent overstocking 
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in any community. One of the most 
carefully watched policies in all our 
selling is that of buying in quantities 
only as the sales warrant it. If we are 
able to conduct our business without 
having money tied up in slow-moving 
stock, we automatically effect a saving 
for our customers, because we are In a 
position to relieve them of the interest 
on the money which might be tied up 
in “frozen stock,” if our methods were 
less efficient. Contrast this policy, 
if you please, with the all too prevalent 
system of unorganized purchasmg 
and the get-all-you-can selling method. 
The chain store system of distribution 
has thus contributed certain efficient 
methods of selling from which millions 
of customers profit. 

Again, instead of finding it necessary 
to scatter our purchases of any com- 
modity such as hosiery among many 
numbers, we prefer to focus on those 
few styles which are in greatest de- 
mand, and buy stock in proportion to 
that demand. This insures us rapid 
turnover in the numbers carried, and 
you must remember that this economic 
gain is turned back to the customer in 
the additional values offered, for we 
prefer to teke only a fair profit on each 
sale. Then, too, we aim always to 
co-operate with the manufacturers in 
contracting for their output. It is 
readily seer: that if we focus on a few 
numbers in hosiery, our sales volume is 
larger in them than if we carried e 
greater variety. Therefore, when we 
contract with a hosiery manufacturer, 
we are in line for a large consignment 
of goods and the manufacturer, being 
able to focus his mills on fewer num- 
bers, is in a position to sell at a lower 
price because his own overhead has 
been reduced by our type of order. 

Such a policy is highly impractical 
for the small jobber because he is 
attempting to suit the tastes and fan- 
cies of all types of merchants through- 
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out his trade territory, and he is com- 
pelled to carry a greater variety of 
numbers in every department of his 
stock. His turnover is therefore less 
rapid, and the prices he has to pay are 
higher because he cannot assist in 
bringing about the advantageous re- 
duction of the numbers to be manu- 
factured. Secretary Hoover has re- 
cently pointed out the necessity for this 
type of manufacturig revision, and 
we are already convinced that such 
procedure should be encouraged in 
every line of business. 

Thus, is a cycle of reciprocal service 
being set in motion. The greater the 
volume of sales, the greater the values 
we can offer at the same price and with 
no greater profit per sale for ourselves. 
In this way we are able to serve multi- 
tudes who need to buy economically 
and who by necessity are limited to a 
certain volume of purchases each 
calendar year. Is such a policy justi- 
fiable? 


OVERHEAD EXPENSES CUT 


Then, too, we have reason to believe 
that our service may be more eco- 
nomically rendered because of the 
elimination of certain middlemen such 
as the small wholesaler and jobber who 
ply their trade among long-profit and 
few sales merchants and whose earn- 
ings, as already pointed out, are neces- 
sarily added to the ultimate cost of an 
article. It is our aim to assist our 
customers in the effort to reduce the 
number of profits existing between 
raw materials and finished product. 
We make no more on such a sale than 
if we were following the old methods, 
but the customer profits, and he is 
therefore entitled to such an improve- 
ment in the mechanics of merchan- 
dising. 

Of course, we are able to render a 
distinct saving to our customers by 
our policy of buying and selling for 
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cash. We often are able to secure 
worth-while discounts in our purchases 
which are passed on to the customers 
who in good faith pay cash to us for 
all purchases made. It is here that 
our purchasing power on a cash basis 
is of greater value, for we have safe- 
guarded the interests of our customers 
by shutting out the possibility of all 
bad accounts and thus reducing an 
unnecessary overhead. In fact there 
1s great need for the adoption of a 
cash policy in practically all lines of 
business. Such procedure is not only 
conservative, but it is productive of 
thrift and economic safety on the part 
of the buying public, as we have already 
demonstrated among our many cus- 
tomers. 

Again, the cost of transportation is 
reduced to the minimum through the 
direction of our shipping by our Traffic 
Department. All our sectional con- 
signments are delivered by through- 
freight, and of course at lowest possible 
rates. From such distributing points 
we then have a few short hauls to the 
various stores in each section. Here 
again, we might indifferently feel that 
transporation costs, whatever they 
amount to, are to be added to the price 
of the article. But when we can 
secure lower transportation costs, is 
it quite fair to the customers to fail so 
to do? Does not such service justify 
the type of distribution being rendered 
by the chain store? 


COMPETITION WITH INDEPENDENT 
MERCHANT 


To be sure, the foregoing facts 
provide keen competition for independ- 
ent merchants who have a small vol- 
ume of business and therefore limited 
buying power. But it is most interest- 
ing to note that progressive merchants 
everywhere welcome competition how- 
ever keen it may be, so long as it is 
honorable and “above board.” With 
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surprising acumen these independent 
operators search the markets, find 
values and styles peculiarly well 
adapted to their particular trade 
needs, and thus they are ever vying 
with us in the development of trade 
methods. Is not this a situation from 
which customers will continue to 
profit? The market is open—wide 
open, and the business of selling is 
reverted from shrewd miscealing to 
that of competitive service. 

Out of such situations there are in- 
variably secured new plans for selling 
on the part of both chain store and 
independent merchant. I believe we 
have as yet scarcely tapped the re- 
sources of salesmanship and service 
to the public. And very few superior 
methods will become operative except 
as new situations arise which compel 
men to discover these principles and 
put them into operation. Therefore, if 
the chain store system can be said to 
provide a keener type of competition, 
fairly and honorably, it is my convic- 
tion that humanity at large will profit 
thereby. 

The question has sometimes been 
put to me, “Did you ever put a com- 
petitor out of business?” This tells 
me very plainly that prejudice still 
exists against multiple effort in any 
given direction. Let me emphasize a 
statement made in another portion 
of this article—public opinion will not 
long permit multiple effort to derive 
profit for profit’s sake and without 
giving just compensation in return. 
Now I am not personally informed 
regarding the causes which have forced 
merchants out of business in towns 
where our stores are in operation. 
Anyone who knows the merchandising 
field readily appreciates the fact that 
there are many so-called merchants 
who do not merit success. They are 
alert in neither their buying noz their 
selling. They belong to that obsolete 
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group known as storekeepers. Surely 
it is not reasonable to assume that the 
law of “live and let live” should be so 
twisted as to apply to those who by 
their own choice are neither alert, 
systematic nor accurate in business and 
so are unwilling to render the high 
type of service now required by the 
public. I am frank to say that I do 
not consider our existence as the vital 
factor in the failure of such men. 
They, by their own inertia, put them- 
selves out of business! The proverb 
that refers to time and tide is ever 
operative and is in reality the mecha- 
nism by which such men are left be- 
hind. There is no justification in the 
claim that yesterday’s methods should 
be employed in caring for today’s 
business. Nor can anyone expect 
present standards to carry over into the 
greater tomorrow. Even as there is 
without question a universal need for 
the very type of service which the 
chain store now renders, so we in 
turn would have no reason for com- 
plaint if we were to attempt to main- 
tain the present type of service through 
future eras without change or improve- 
ment, unresponsive to the changing 
needs which will come, and thus find 
ourselves dislodged as servants of the 
public. 

The challenge of chain store methods 
has come from the type of dealer who 
prefers not to inaugurate greater effort 
onhisown part. The more progressive 
merchant has already recognized the 
new era of service which is expected 
of him and he is qualifying in a fine 
way. Ido not believe any chain store 
organization can possibly defeat the 
best interests of an alert competing 
merchant anywhere. If he is really 
interested in his community and in his 
work, he will inevitably fill a niche in 
the town from which no honorable 
competition can dislodge him, for mer- 
chandising, as I have previously stated, 
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is being more universally founded on a 
mutual confidence between buyer and 
seller. By virtue of his personal likes 
and dislikes he will establish a following 
among his customers who are like- 
minded. All of which demonstrates 
quite clearly that the present-day 
merchant is but an agent of the buying 
public and his success depends upon 
his ability to anticipate their needs and 
to provide the kind of goods desired and 
on an equitable basis. 

Our Company’s growth has been 
along lines so apparently reasonable 
that it is not easy for me to think of 
any justification being required for our 
existence. Our present development 
from a single store to five hundred 
seventy-one stores in twenty-two years’ 
time, attests the adoption of certain 
efficient methods in buying and selling 
to which we feel the public is entitled 
and which methods are certainly avail- 
able to all who care to employ them. 
I am not prepared to say that the 
future will witness the adoption of the 
chain store idea in all lines of selling. 
At present, however, there is a tend- 
ency on the part of certain retailers to 
unite for the purpose of reducing costs 
of operation and for studying the fac- 
tors of successful selling. It is impos- 
sible to predict the extent of this 
movement in future years. 


A Strimoztus ror BETTER Work 


In brief, I have attempted to outline 
a-policy of merchandising in which our 
many associates have co-operated re- 
markably well. We have not desired 
profit for profit’s sake. Man-power 
capable of executing our character- 
building program is our highest asset. 
When we have urged every manager to 
go into his community and become an 
integral part of it, we have had in mind 
only the sincere desire to see him carry 
on the life of usefulness which we feel 
is the natural obligation of every man 
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to his community. We believe that 
every public servant owes this to the 
group upon which he is dependent for 
his livelihood. He is our representa- 
tive and co-worker there and we are 
solicitous that he shall safeguard the 
best interests of the community in 
which we pay our proportionate share 
of taxes. This type of manager is not 
merely an ideal—he is today a requisite 
part of our organization, and we shall 
build through future years only as we 
are able to recruit and train this kind 
of men for our managerships. 

It was the cherished dream of our 
Company’s founder that he alone 
should not profit from the labor of his 
co-workers. 
the organization he offered a partner- 
ship opportunity to the manager of 
each store and urged them to establish 
themselves in their respective com- 
munities, to build with and for the 
trade territory—in short, to make a 
permanent home there. Thus each 
J. C. Penney store is virtually a local 
institution, with the manager profiting 
from the reward of his own labor 
exactly as does any other merchant, 
and if satisfied so to do, he is privileged | 
to retain his residence there for the 
balance of his life. 

He is urged to employ local sales- 
people. To train them according to 
the principles found expedient by our 
Company—the supreme object being 
to make every J. C. Penney store not 
only a local institution but a home- 
purchasing center by virtue of the 
high quality of values offered and of 
the service rendered. 

To summarize, then, we aim: 

(1) To establish selling on a strictly 
honorable basis, uniform in the 
standard of service available at ev- 
ery store. The Golden Rule is the 
only standard acceptable with us. 
Every customer is entitled to cour- 


teous treatment, efficient service, 
maximum values, and in fact every 


Early in the growth of. 
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advantage which the scientific study 
of our business will permit. 

(2) To maintain a community survey 
whereby we shall be alert to com- 
munity preferences and capacizies in 
buying. As stewards of the tuying 
public it is our business to safe- 
guard their interests. Thus is the 
overhead charge kept at a mirimum 
figure. 

(3) To charge only a reasonable profit 
on each sale. Thus we give the 
customer the advantage of our ex- 
perience in buying and selling. He 
repays us not only by giving us his 
continued and substantial patron- 
age, but by sending additional cus- 
tomers to us. There is a unique 
satisfaction in this method of selling. 

(4) To work for the upbuild:ng of 
every community in which we are 
represented. We urge thet our 
managers must prove themselves 
to be as worthy in citizenship as they 
are in business. They are in reality 
partners in our organization, and 
when we pay taxes in the community 
we wish to see personal efor: em- 
ployed to justify the investment 
made. 

(5) To employ local salespeople when- 
ever possible. However, they must 
measure up to the high standards 
we have already found advisable. 
We pay good salaries, always equal 
those paid by other merchants and, 
in addition, a bonus is peid the 
women, with a possible manager- 
partnership as the reward for the 
men who qualify with us. 

(6) Constantly to seek improved meth- 
ods of selling, more expert buying, 
to standardize all proved methods 
by means of educational bulletins, 
house organ and a training course 
provided for all employes. We try 


to instill into every salesperson the 
desire not only to sell but to serve. 
We insist that he shall be more than 
an average clerk. That he shall 
carefully consider the ‘customer’s 
interests. To this end we endeavor 
constantly to improve the standards 
of service and to maintain it uni- 
formly good in all stores. Our 
Business Training Course of seven- 
teen lessons (free to all associates) 
thus produces a concerted effort in 
all communities where we operate. 


Has the system justified itself? I 
have a visien of tens of thousands of 
customers from city and countryside 
who needed and merited the returns of 
greater accuracy in buying and a finer 
conscience in selling. To establish 
a greater confidence within them, and 
at the same time to render their limited 
purchasing power procreative of addi- 
tional comforts and better values is the 
plain duty of present-day merchants, 
and they who respond are bound to 
derive lasting satisfaction in the know]- 
edge of such service rendered. 

To the extent that chain stores 
have served to whet the willingness of 
their own managers and of competitors 
to be of greater service to their cus- 
tomers, to the extent that they have 
evolved improved methods of dis- 
tribution and, in the process, have 
shown a willingness to live and let live, 
the justification of their existence in 
the plan of distribution stands on its 
own merits already approved by the 
customers who have profited thereby. 


How Co-operation Works in the Grocery Business 


By Hersert W. Hess 


Written from information secured from C. M. Weasels, President of the C. M. Wessels Company, 
Experts on the Distribution of Food Products 


HE significant factor of large were not a well-organized part of the 

business Is its capacity to organize manufacturer’s plan for efficient and 
in relation to changing times and con- maximum distribution that the “Co- 
ditions.. Department stores and the operators” were organized. It was 
chain system are succeeding because recognized that the average grocer is 
they use both capital and intelligence not capable of being an executive, an 
to bring customers into their stores. advertising man and a salesman at one 
They continue to exist and to expand time. At present the “Cooperators” 
because of the character of the service consists of one hundred grocers whose 
they render, the quality of the goods, stores are situated in the best residen- 
or on account of prices which people be- tial sections of Philadelphia, Camden, 
lieve to be low. The secret of growth, and suburbs. 


then, is the capacity to so organize as All merchants’ associations are made 
to take care of constantly increasing up of competitors which makes ideal 
consumer demand. co-operation impossible. The “Co- 


The present system of selling grocer- operators” are non-competitive, each 
ies is mainly through the small re- store being widely separated from the 
tailer. The majority are not mer- other. Between them they sell over 
chants in the sense of being successful 85,000,000 worth of goods a year. 
merchandisers or progressive execu- The significant results of this kind of 
tives. Most of them live up to the co-operation are many. First, there 
manufacturer’s salesman’s argument are the educational advantages. Mem- 
that a demand has been created bers of this organization have their 
through national advertising so that own clubrooms. Meetings are held 
consumer purchase is upon request regularly on the second Tuesdays of 
rather than through salesmanship. each month, because of the necessity 
Moreover, the average retail clerk isex- as well as the importance of utilizing 
pected to perform so many duties that the intelligence of the grocer himself as 
he frequently loses interest in prospec- a part of the manufacturer’s selling 
tive customers, or he has become so organization. 
well acquainted with the purchasing This plan also appreciates the fact 
habits of his customer that he is a that it is only through the retailer that 
mere automaton handing over the the manufacturer comes in actual con- 
goods asked for. tact with the consumer; it is through 

The manufacturer has been true to the retailer that the manufacturer 
the principle of larger organization by collects his money. Moreover, grocers 
advertising his product nationally. In Are not independent—they are de- 
doing so he has hoped to reach the ‘pendent upon the manufacturer. The 
largest number of people in the most javerage individual grocer lacks the 
effective way at the lowest cost. discipline and insight which co-opera- 

It was with the conviction that the $tive organization develops. In their 
grocers of the state of Pennsylvania meetings the ‘“Cooperators” trade 
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information regarding their successes 
as well as their failures. 

Às the members are non-competitive, 
they discuss their individual affars 
freely. Should it transpire that manu- 
facturers are shown to vary In price on 
the same article, this fact comes out 
with the result that the minimum price 
is quoted to all the next day. 

The manufacturers whose goods tae 
“Cooperators” are handling are in- 
vited to come before them to discuss 
the merits of the goods in question. 
This enables each member to talk more 
intelligently to the consumer. Sales 
have perceptibly increased as a resu_t. 

One of the features of this organiza- 
tion is that it has power of supervision 
over its members. If a grocer does not 
live up to the conditions of the agres- 
ment, a competitor takes his -place. 
Further, this movement is entirey 
constructive in its effort to get at moze 
efficient methods of distribution. 
When evidence of a lack of co-operation 
upon the part of any retailer is shown, 
he is called to account. If he shows 
hesitancy to live up to his agreement, 
his resignation is asked. 

Window dressing is recognized as one 
of the most valuable advertising medi- 
ums in connection with the grocery 
business. The average small grocer 
lacks the ability as well as the time to 
do this well. He lacks the equipment 
and the talent to present his goods m 
the most attractive and business pro- 
ducing manner. Moreover, most re- 
tailers lack a knowledge of the princi- 
ples which make advertising display 
appealing. The window of each “Co- 
operator” is studied in relation to max- 
imum attention value as to space, 
lighting, and color. Expert window 
dressers are a part of the working statf 
of the “Cooperators.”” Equipped wita 
automobiles they go from store to store, 
maintaining displays in each store 
clean and in keeping with the season. 


237 


Competent professional sign writers 
are constantly at work bringing dead 
stock to life through these silent sales- 
men. 

The consumer point of view is not 
neglected. A weekly newspaper is 
delivered regulerly to the customers 
of the “Cooperators.”’ This paper 
contains Household Hints, Recipes, 
etc. 

An information bureau sends bulle- 
tins to the ‘‘Cooperators,” giving them 
information on food conservation, keep- 
ing them informed on market condi- 
tions, prices, etc. Where this informa- 
tion requires immediate dissemination, 
the telephone is used. 


SERVICE DEPARTMENT 

An efficiency man is maintained 
whose duty it is to show the “ Coopera- 
tors” how to price their goods, how to 
estimate profit and how to arrange 
their stores in keeping with proper 
advertising and display principles. 

If a “Cooperator” breaks down with 
a load of goods irom the wharf to his 
store, the Service Department is quick 
to respond with the necessary equip- 
ment. The Service Department buys 
tickets and materials often in 100,000 
lots at a saving of from 50 per cent to as 
high as 75 per cent. The files of this 
department give information covering 
fixture and equipment or stock that any 
“Cooperator”’ has to sell. It likewise 
contains the names of ‘‘Cooperators” 
fwho wish to purchase. 


EXCHANGE BUREAU 


At frequent intervals each “ Cooper- 
ator” mails to the office a list of goods 
which he has found slow sellers or un- 
salable in his neighborhood. Com- 


plete information about quantity, con- 


. dition, and price of these goods is in 


turn sent to all ““Cooperators.” The 


‘result is an Immediate exchange of 


) goods which are unsalable in one ter- 


+ 


+ 


| 
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ritory to a territory where they are 
likely to sell quickly. ‘‘Cooperators”’ 
are not permitted to carry dead stock. 
They have been taught to increase 
their profits by increasing their turn- 
overs. 

The economic consequences of this 
kind of service to the retailer are three- 
fold: first, it permits him to render 
greater satisfaction to the consumer; 
second, it teaches him to be analytical 
in his own buying; third, it creates a 
better store atmosphere where goods 
are fresh and timely. 


Tap ORGANIZATION OF RETAIL 
CLERKS 


Manufacturers are beginning to real- 
ize that, whereas tremendous amounts 
of money are being spent to advertise 
their various brands, comparatively 
little effort is being made to educate 
that large body of people who actually 
contact the customer and who finally 
make the sale. Moreover, a realiza- 
tion of the average clerk’s inability to 
appreciate the important place he holds 
in the present chain of distribution 
makes him an order taker instead o) a 
salesman. So it is beginning toy ve 
recognized that much effective adv. :- 

tising is discounted because the cle rt 
has not been trained to appreciate te 
merits of the goods he handles nor k s 
own ultimate place in the scheme ¢ 
distribution. 

The “Cooperators” quickly agreed 
that the importance of enlisting the 
interest of their clerks could be ac- 
complished through an organization. 
It was found advisable to establish 
incentives to get them together at their 
meetings. Prizes were given each 
month for attendance. 

At these meetings instruction is 
given in methods of selling. Goods 
are analyzed to afford talking points. 
An additional incentive is added by : 


- 


means of prizes givėn each month for , this clause in this agreement will be taken off 


THE ANNALS OF THE AMERICAN ACADEMY 


the sale of goods entered in the “‘Co- 
operator” plan. 

The effect of social contact and in- 
struction analytically presented. has 
been to raise the morale of the clerk and 
at the same time instil into his mind his 
relative importance to the grocery busi- 
ness. For the first time most of them 
began to have respect for their own 
business. The increase in turnover has 
been marked. 

The “Cooperators” are controlled in 
their organization through a president 
who, in this instance, is the organizer 
himself. There is a contractural re- 
lationship which binds the group in its 
effort to co-operate with the president 
for mutual profit. The agreement 
signed by the various members indi-~ ~ 
cates the economic philosophy back of 
the organization. Terms for member- 
ship are as follows: 


1. I agree in every reasonable, possible 
way to promote the interests of all the 
members of the “‘Cooperators,”’ and they 
in turn all agree to promote mine. I am 
glad to agree to do this, because it means 
that I shall have 100 non-competitive mer- 
chants trying to help me in return for the 
help I individually give them. 

2. I agree, whenever I receive any infor- 
mation from any source which helps or is 
likely in the future to help my business, to 
send particulars to the ‘“‘Cooperators’” 
Headquarters, in order that the information 
may be disseminated to the other members 
of the organization. The other members 
in turn agree to do exactly the same thing. 
I am glad to agree to do this, because again 
I am getting the assistance of 100 people in 
return for whatever help I am able to give 
them. 

8. I agree to receive the representatives 
of the manufacturers identified with the 
“‘Cooperators” courteously, and in case I do 
not carry their goods, to give them an order 
- the size of the order to be dependent en- 
tirely on my judgment. I do this with the 


' distinct understanding that any goods 


which I purchase to cover the condition of ~~» 


* 
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my hands by the “Cooperators”’ at the full 
purchase price, plus 6 per cent on my invest- 
ment, at any time I may make the request. 

4. As the regular and continuous pub- 
lication of a newspaper is the most impor- 
tant feature of this organization, in that the 
money to pay for the service rendered the 
merchants must come from the advertising 
it carries, I agree to supply copy regularly 
for each issue and to distributs—not throw 
on porches or in yards or at front doors— 
but put into the hands of my customers and 
prospective customers, at least 500 copies of 
each issue. It is further understood that 
the maximum number of copies to which I 
am entitled is to be left to the judgment of 
the “Cooperators.”’ 

I agree to have my copy for the back page 
of this newspaper—‘The ‘Cnoperator’”— 
in the hands of the “Cooperators”’ not 
later than Monday morning preceding date 
of issue, at 9 o’clock, it being understood 
that I am to be furnished with a blank page 
proof sheet for this purpose. I further 
agree to pay $1.00 per hour for every hour 
I am late in getting my copy in. This 
condition is incorporated in this agreement 
because this is the sum the printers charge 
the “Cooperators” when their work is held 
up through copy being late. 

5. I agree to attend the meetings of the 
“‘Cooperators” on the second Tuesday of 
each month unless prevented by sickness, 
death or other unavoidable reason, realiz- 
ing that the success of this movement is 
very largely dependent upon the regular 
and constant personal association between 
those interested. 

6. I agree, wherever I have an unsatis- 
factory experience with a ‘‘representative”’ 
of any of the Manufacturer Co-operators, to 
promptly give full particulars to the Secre- 
tary of the ““Cooperators.” The object of 
this condition is to protect the Merchant 
““Cooperators’’ against any~hing objection- 
able upon the part of a Manufacturer ‘‘Co- 
operator.” 

7. I agree to make space for any of the 
Manufacturer “‘Cooperators’”’ products in 
one of my windows whenever requested to 
do so, it being understood that any com- 
petitive goods I may hancle will NOT be 
displayed in my windows. 

8. [hereby give the Secretary of the ‘‘Co- 
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operators” the right to censor the copy I 
prepare for the newspaper to the extent 
that he is authorized to eliminate anything 
which appears in my copy which is calcu- 
lated to work against the interests of the 
organization. 

I agres to the conditions stipulated above 
with the following understanding, that the 
““Cooperators”’ agree: 

1. To maintain a thoroughly equipped 
Office and Office Force, a Clubroom with the 
necessary equipment and help for the benefit 
of the “ Cooperators””—at no expense to me. 

2. To supply me with a professional 
Window Dresser at any time I may require 
his services, and give sufficient notice to 
enable him to so arrange his time as to keep 
his engagement with me—at no expense to 
me. 

8. To supply me with a Newspaper 
which is to carry my advertising on the back 
page, every other week, and as soon as the 
organization is financially able to do so, 
every week—at no expense to me. 

4. The “‘Cooperators” agree to help me 
in any way that lies in their power in the 
preparation of any form of advertising, 
circular work, letters or anything of a simi- 
lar character, which I may wish to do—at 
no expense to me. 

5. The ‘“‘Cooperators” agree to furnish 
me with Cardboard Signs of any descrip- 
tion which I may require for my business 
in any reasonable number. This doesn’t 
mean signs only for the goods of the Manu- 
facturer ‘“‘Cooperators,” but also such 
signs as, “This store will be closed on 
Wednesday afternoons,” or signs to ex- 
ploit any goods I may handle which do not 
compete with any Manufacturer “ Coopera- 
tozs’” products—at no expense to me. 

6. The “‘Cooperators” agree that any 
information which comes to them from any 
source which they believe will prove inter- 
esting or beneficial to me will be forwarded 
to me by telephone, or mail—at no expense 
to me. 


Waar Tas MEANS TO THE 
MANUFACTURER 


If a manufacturer wishes to take 
advantage of the “‘Cooperators,”’ he is 
recognized as a “Cooperating Manu- 
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facturer.” He must, however, adhere 
to certain stipulations. He is asked to 
pay one dollar a week per store or one 
hundred dollars for one hundred stores. 
If he wishes his sales and displays to be 
handled by the “Cooperators” he is 
charged two hundred dollars a month. 
In return, the manufacturer gets: 

First, the consent of one hundred 
grocers to place his goods on their 
shelves. 

Second, goods will be put in the win- 
dows without competitor’s goods. 

Third, the ‘“Cooperators”’ will insert 
an advertisement for the manufac- 
turer. Not only will he advertise in 
their papers and will not run competi- 
tive advertisements, but he will guar- 
antee their quality and agree to refund 
the money on any article which does 
not give satisfaction. 

Fourth, clerks of the “Cooperators” 
will be trained to sell these particular 
goods and ate paid extra for so doing. 
Girls on the telephones are trained to 
mention these goods and are paid extra 
for so doing. 

Fifth, demonstrations of the goods 
will be granted upon request. 

The spirit of co-operation is here 
evidenced between manufacturer, the 
retailer, and the clerk. But, more 
significant still, for the first time in the 
history of salesmanship, the salesman 
finds himself welcome in the store of 
every “Cooperator.”’ 


Tan Far-Reaceine EFFECT OF 
CO-OPERATION FOR THE 


MANUFACTURER 


The influence of the ‘‘Cooperators” 
is not confined to their own selling 
ability. The newspaper is sent not 
only to their own customers but also to 
their competitor’s customers. The re- 
sult is that the competitor’s customers 
begin to ask for the ‘“‘Cooperators’” 
goods. To be able to fill the orders 
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they must do one of two things: Either 
buy them from a “Cooperator” and 
pay the retail price, or stock them. 
The result to the manufacturer is 
general demand and more general dis- 
tribution. 

The effect of a scientific approach to 
the problem of one hundred grocers has 
been threefold: 


1. To instil the owner with a sense of 
social responsibility in the con- 
duct of his business. 

2. To render such expert advice and 
practical assistance as will en- 
able him to keep his business 
at maximum efficiency. 

8. To sell cleaner and better goods 
to the ultimate consumer. 


Distribution is partly a question of 
leadership. Goods do not sell them- 
selves. They are sold as a result of an 
educational process howsoever humble 
the effort might seem. Our present 
system of distribution is subject to 
criticism due to a lack of administrative 
leadership to inspire those struggling 
up from below to appreciate their possi- 
bilities for more effective selling. 

The “Cooperators” simply exem- 
plify the principle of reciprocal gain 
based on an appreciation of loyal group 
action. It is the actual growth of the 
individual himself which depends upon 
his capacity to adjust himself to the op- 
portunities which co-operation can of- 
ten effectively make possible. Wealth 
is thus created through co-operative 
leadership, and encourages as well as 
makes practical the economic strivings 
of those who would otherwise either 
fail or remain at a low level of efficiency. 
The co-operative principle has herein 
exemplified wealth-creative possibili- 
ties in the field of distribution for those 
who have the capacity to appreciate’ 
the merits of group loyalty and co-oper- 
ation under wise leadership. 


Foreign Trade and Increased National Wealth 


By Harry T. Corres 
Professor of Economics, University of Pennsylvania 


OREIGN trade is, ard has been, 

necessary to the welfaze and prog- 
ress of the United States. Until recent 
years, however, it has beer. the subject 
of comparatively little thought or inter- 
est. With exports consisting largely of 
foodstuffs and raw materials urgently 
needed by foreign nations, we knew 
nothing of real competition abroad. 
Receiving as part of the return for 
these exports the so-called invisible 
items of foreign trade—services of a 
merchant marine, of banks or insurance 
companies, services to cur tourists 
abroad, satisfaction of interest pay- 
ments on foreign loans or immigrant 
remittances—it was never brought 
home to us as a people that “imports 
pay for exports.” 

Foreign trade, therefore, -n the popu- 

lar mind and even among business men 
' came to mean exporting American 
products for which we received cash, 
often before the commodities left our 
shores. The importation of foreign 
‘goods was regarded as an unmitigated 
evil, to be confined within strictest 
limits since it “took cur money 
abroad” and “robbed Amezican labor- 
ers of their jobs.” Any gain on the 
part of foreigners in selling zoods to us 
must of necessity be so much loss to 
the purchaser here: so ran the popular 
argument. 

The international phase of American 
business, however, has recently taken 
on a new significance. We have come 
to see our need of internat:onal trade 
as an integral part of our -ullest eco- 
nomic development, and the discussion 
of the last ten years has clarified and 
corrected many. misleading popular 


notions. This much is now clear—we 
have changed from a nation exporting 
chiefly foodstuffs and raw materials— 
which foreigners must have from us— 
to a nation needing some foodstuffs 
and much raw material, and exporting 
manufactured goods which must com- 
pete for a market. Then, too, our 
domestic market of over 100,000,000 
people no longer absorbs all the output 
of our productive machinery. In the 
past, development of domestic busi- 
ness took all our attention and capital, 
and foreigners took our available ex- 
ports; at present our internal economic 
development has ceased to demand all 
our energy or money, and we can man- 
ufacture more than we need at home. 
This leads inevitably to one conclusion 


.—foreign trade is, as never before, a 


factor in increasing our national wealth. 
With this as a thesis this paper will 
endeavor to point out: 
(1) The importance of foreign trade 
to our business development. 
(2) How foreign trade increases our 
national wealth. 
(8) The future of foreign trade in our 
economic development. 


U. S. Domestic MARKET 


The determination of the exact im- 
portance to a nation of its exchange of 
goods and services with other countries 
is by no means an easy task. Many of 
the advantages of international com- 
merce are not amenable to statistical 
measurement. Even the determina- 
tion of the exact relative proportions of 
our domestic and foreign business is 
difficult, since variations in the possible 
meanings of the word “business” mili- 
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tate against accurate generalizations. 
If the sum of our yearly exports and 
imports (in values) constitutes our 
foreign business, then we can easily 
obtain this figure. But how shall we 
compare this with our domestic busi- 
ness? Values for our imports are based 
(except for coal tar products) on prices 
abroad which are not comparable with 
prices in the United States until proper 
adjustment has been made for differ- 
ences in price levels. But what is to 
constitute domestic business? Is it 
measured by the total volume of money 
transactions, including strictly finan- 
cial transactions as well as payments 
for commodities and services? Or 
should commodities only be included? 
If so, does each sale and resale continue 
to swell the total? Are not exports 
first counted as part of our domestic 
business and imports also when finally 
disposed of to the ultimate consumer? 
The raising of these questions shows 
the complexity of the computation. A 
careful estimate (New York Times 
Annalist, Jan. 17, 1916) maintains that 
our foreign trade for 1915 was less than 
one per cent of our total trade, while 
another estimate (B. M. Anderson, Jr. 
—The Value of Money, pp. 267-278) 
concludes that our foreign trade in that 
same year was 16.4 per cent as large as 
the domestic trade. Different bases 
were used. 

It is scarcely conceivable that we 
shall ever seek abroad the chief mar- 
kets for our products. For decades to 
come our domestic market will prob- 
ably demand three-quarters or more of 
all we can produce, at prices satisfac- 
tory to the producer. Foreign trade 
does not and never will have for us the 
importance which it has in the business 
life of the Netherlands, Belgium, Swit- 
zerland, Denmark, the United King- 
dom, or of many of the Latin-American 
countries. As the following table 
shows, the United States stood twenty- 
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second in a list of countries ranked ac- 
cording to the per capita value of their 
foreign trade in a reasonably normal 
year (1918). 


ANNUAL Forman Trapp Per CAPITA 
(Values in dollars for the year 1913) 


Total 

1. Netherlands . ........... 8452.98 
2. Belgas o0-i5 0 vere ae 221.47 
3. New Zealand... ......... 191.26 
4. Switzerland 168.26 
5. Australia.. iuevasansce dic 149.39 
6. Denmark........ ....... 189.82 
7. Ss 1 [Rs ee 187.38 
8. United Kingdom ......... 125.20. 
9. Cuba. Siete ec oan 120.27 
10, Norway s visas eed aus wde 101.58 
11. Argentina................ 100.89 aa 
12. Uruguay.. 94 477 
18. Union South ‘Africa. CAPE 84 44 
14. Sweden.........0.0....0.. 79.50 
T5. OH 1 76 48 
16. France................ 0. 74 98 
17. Germany ie 55é0ic esses he 74.02 
18. Dutch West Indies. ...... 63.37 
19. Finland... -atodieela Gud 54.16 
20. Panama. hea sien wa sokiat 49.79 
21. Costa Rica........... 0... 46.24 , 
22. United States............. 42.60 


Since such figures are obtained by ' 
totaling export and import values and \ 


dividing by the number of inhabi- 
tants in the country, it is evident 
that sparsely settled countries which 
must buy their manufactured products 
abroad and pay for them with exported 
foodstuffs or raw materials will stand 
high in the list. Likewise industrially 
advanced nations with comparatively 
small areas must rely upon imports of 
foodstuffs and raw materials and export 
finished commodities to maintain a 
high scale of living and continue their 
economic development. In either case 
the per capita value of the foreign 
trade will be comparatively high. 

But the overwhelming importance of 
the domestic market in the United 
States by no means implies that the 
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foreign market is negligible. Our trade 
with other nations at its peak in 1920 
reached nearly thirteen and one half 
billions of dollars and last year totaled 
nearly eight billions as is shown by the 
following table. 


Tre FOREIGN COMMERCE OF THE UNITED 
STATES 


(In millions of dollars) 


Year* | Exports | Iwrorts TOTAL 
1800...... $71 291 $162 
1810...... 87 85 152 
1820 . 70 7h 144 
1830 72 83 185 
1840.. 124 94 218 
1850.. 144 173 817 
1880.. 334 354 688 
1870.. 393 436 829 
1880 . 836 668 1,504 
1890 . 858 789 1,647 
1900 . 1,394 850 62,244 
1910 1,745 1,557 3,302 
1920 8,109 5,238 18,847 
1921 4,485 2,609 6,994 
1922 ..... 3,882 $,118 6,945 
1923. .... 4,168 8,792 7,960 

* (Department of Commerce.) Fiscal year 


up to and including 1920; from 1921 on, calen- 
dar years. 
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IMPORTANCE OF FOREIGN TRADE 


Nor is the significance of our trading 
relations outside of our national bound- 
aries indicated in its entirety by the 
figures above. The United States pro- 
duces more iron, copper, petroleum, 
coal, and cotton—basic raw materials 
needed in modern manufacturing— 
than any other nation, and more than 
it needs for home consumption. We 
have an aptitude for the use of machin- 
ery, a genius for its invention, and an 
indefatigable energy of organization 
which sweeps away all barriers to ac- 
complishment. In the production of 
standardized manufactured goods, in 
the adoption of large-scale methods— 
in all the factors which make for in- 
creased products, we have no peers.. 
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How can we utilize these advantages 
to the full when our domestic market 
does not and of necessity cannot absorb 
at reasonable prices the total products 
of our potential energy? Only by con- 
sistenz cultivation of the foreign mar- 
ket. Supposing this absorbs only 10 
per cent of our total product, can we 
then estimate the importance of our 
foreign trade at that figure? It is a 
curious piece of business psychology 
which does. It is absurd to suppose 
that the remaining 90 per cent would 
continue as before, assuming the dis- 
appearance of the other 10 per cent or 


- any considerable part of it. 


Tke percentage of foreign trade 
means nothing until we can inquire 
into the far-reaching effects which the 
loss of this percentage might have upon 
the fundamental courses of domestic 
business. It is usually admitted that 
the difference between normal volume 
of business and the volume of business 
at tae bottom of a depression is only 
about 20 per cent and the average 
reduction from normal business during 
the entire period of a depression may 
be lass than 15 per cent. Variations of 
from 5 to 15 per cent in operating 
ratios in some lines of business may 
cover the range from reasonable profits 
to ruinous losses. The percentage of 
our products absorbed by foreign trade 
may be the difference between success 
anc. failure, 
because a reduction in foreign demand may 
drastically depress prices; because unfore- 
seem price changes may play such havoc 
wita profits; and because the cumulative 
buying capacity upon which American in- 
dustry prospers depends in its initiation, 
anc for its maintenance, so much upon the 
profitable sale of products whose prices are 
determined in international markets: our 
interest in foreign trade and in foreign 
eccnomic conditions exceeds by far the 
relative importance suggested by the 10 or 


15 per cent which our foreign trade bears 
to vur total trade. 


PATH TO IncREASED WEALTH 


We may now turn to the more funda- 
mental inquiry: How does foreign com- 
merce increase our national wealth? 
To answer this from the practices of 
all too many exporters would be to say 
that it serves as a means of disposing 
of our surplus products “whenever 
there is a surplus.” Unfortunately for 
us it has served just such a purpose all 
too often. ‘This is simply to regard 
sales abroad as a temporary refuge to 
be sought only in times of domestic 
storm. To look upon the foreign mar- 
ket as an outlet only when in an emer- 
gency the domestic market does not 
suffice, is to fail to understand the fun- 
damental law of trade. Foreign trade 
is not and never can be established on 
a firm basis for any nation until it 
becomes a permanent policy, and an 
exchange of goods in which both the 
buyer and seller profit. Bargain coun- 
ter sales jeopardize domestic business; 
they ruin international business. In- 
ternational commerce i3 a long-term 
proposition. To sell abroad only for 
the nonce is to invite dissatisfaction 
and criticism. 

The benefit to be derived from for- 
eign trade is found in imports and not 
in exports. That this is true for the 
people as a whole is patent; that it is 
also true for the individual trader in 
the long run is not so evident. The 
individual producer is interested in 
selling for profit—the largest quantity 
of goods at the highest prices. Sales in 
foreign lands further his aim. But the 
people as a whole are interested in 
neither exporting nor importing per se, 
but only in getting the largest quantity 
of want-satisfying goods of the best 
quality, for the least amount of effort. 
Reduction of the units of labor re- 
quired to obtain consumption goods is 
the essence of economic progress. 
Would he succeed, the individual ex- 
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porter must act in accordance with this 
principle. His exports he can sell only 
(1) for cash, (2) on credit, or (3) for 
other goods (imports). But for all the 
exporters of a country to receive cash 
from a foreign country over a long 
period of time is manifestly impossible. 
The importing countries would soon 
be drained of the money (gold), and 
prices would fall, while the exporting 
country with the continuous influx of 
gold would experience a rise of prices. 
These phenomena would of themselves 
reverse the foreign trading relations— 
making the country of the former ex- 
porter a place to sell goods to advan- 
tage, and that of the former importer 
an excellent mart in which to buy. 

If, then, the exporter cannot con- 
tinue to demand cash (gold), what shall 
we say of credit? Simply this, that 
credit is not payment at all—it is 
merely postponing of payment. Credit 
no more pays for goods than does a 
public loan eliminate taxes, It only 
puts off the evil day. The only way, 
then, in which exporters can receive 
pay for their wares over any long 
period of time is through imports. 
International trade is essentially barter. 
The increase, then, in our national 
wealth must come through getting 
more or better goods by exchange with 
other countries than if we attempted 
to make all goods for ourselves. We 
concentrate on certain commodities in 
which we have a comparative advan- 
tage, and exporting our surplus we 
thereby get in return a larger amount 
or a better quality of another goods for 
a given expenditure of energy than if 
we had endeavored to supply our needs 
in both articles. Thus do we profit by 
foreign trade and increase our national 
wealth. This says nothing more than 
that by specializing on certain products 
and sending abroad the quantities not 
needed at home, a nation gets more per 
unit of labor than by attempting to 
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satisfy all its own needs. Surely this is 
the principle of moderr business. 
South Dakota grows wheat and trades 
the grain not needed at home for the 
shoes of Massachusetts; Florida grows 
oranges and exchanges the surplus for 
Pennsylvania textiles. To what end is 
this exchange? Solely that each com- 
munity may receive more for its labor 
than if each community were self- 
sufficient. 


Imports Must Excrerer Exports 


_~Many advantages accrue to a nation 
fran its trade exchanges with other 


. national groups, but all connect them- 
\selves with the advancement of na- 


tional welfare through importation. 
Deprived of imported commodities, we 
must needs modify our ertire standard 
of living. Coffee, sugar, rubber, bana- 
nas, tobacco, hides, wool, silk, tin, 
crude petroleum, and news print paper 
are basic in our welfare, and yet they 
are either exotic or are produced here 
in too small a quantity to satisfy the 
domestic demand. Goods which enjoy 
a world market have a stability of 
demand and consequently of price 
greater than that of goods produced 
solely for local sale. Te larger mar- 
ket, too, confers the advantages of 
large-scale production. Thirty thou- 
sand manufacturers in the United 
States paid less for their raw material 
in 1923 because of the volume of their 
export trade. But urless the labor 
spent in the large prodction at home 
means the obtaining of more or better 
satisfactions in the imported goods, it 
were better spent in other productive 
enterprises. Foreign trade permits in- 
ternational borrowing. Young coun- 
tries may build up their railroads and 
industries with borrowed money largely 
because it permits them to import with 
payment postponed. The payment of 
interest and the repayment of the prin- 
cipal must take the form of exported 


goods or services. Our present finan- 
cial relations with Europe have a 
special bearing on the point under con- 
sideration. Previous to the Great War 
we were a debtor nation to the extent 
of some $6,500,000,000. If our hold- 
ings abroad amounted to $1,500,000,- 
000 we owed $5,000,000,000. This 
meant an annual interest payment of 
$250,000,000. We are now a creditor 
nation by over $13,000,000,000. Much 


. of this will never be repaid. But any 


payments of interest or repayments of 
principal can materialize only as we 
accept imports of goods or services in 
excess of our own shipments abroad. 
Not all national wealth is economic; 
culture contributes its share. There is 
what one has termed the “moral by- 
products” of international trade. The 
trader is often the first missionary to 
a foreign land. He comes to know 
its civilization, and interprets it in 
his native country. Thus he breaks 
down the bars of provincialism and 


leads his fellow-countrymen to a larger 
life. 


ABNORMAL SITUATION FROM WAR 


But what of the future? In conse- 
quence of the great drop in prices dur- 
ing 1921, and of the present political 
and financial disorganization in Europe, 
tnere have not been wanting those who 
advocated the abandonment of our 
foreign trade promotion and the con- 
centration of our attention on fuller 
development of domestic possibilities. 
Fired with the excitement of those 
hectic years from 1914 to 1920, Ameri- 
can business built up without effort 
sales accounts in war-stricken Europe, 
and sales machinery here, which has no 
justification in a sane world. This 
feverish activity was as abnormal as 
the war itself. The demand of Europe 
for our goods during those years was 
the result of a cataclysm which threat- 
ened to engulf the world. The diagram 
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given below presents graphically this 
abnormal development. 


NEED ror Expansion 


Viewing this picture should we rea- 
son that we have lost our cunning in 
making and disposing of our wares? 
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deceptive. To judge business at any 
time by figures alone is misleading; to 
compare 1921 with 1920 without cor- 
rection for price changes would be little 
short of stupidity. Transferring to the 
pound unit each article of import or 
export in which the value (in 1921) was 
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By no means. To be sure, our total 
foreign trade fell from the towering 
height of over thirteen billions in 1920 
to somewhat less than eight billion 
dollars in 1921. But even when we take 
into account price changes, the eight 
billion of 1921 compares favorably with 
the trade of 1913, amounting to slightly 
over four billion, or with that of 1914, 
which was somewhat less. Figures 
may not lie, but they can be winsomely 


MILLIONS OF DOLLARS (FOREIGN & DOMESTIC EXPORTS) 


ERRREREERSREE 
AE TEN 
SERRE ELEAN 
SoLL PE TY ENE 
BEREEP AREER UEE 
LTT TA 
tiit yi S 
LEAL lepers | 
art tT | err Ne 


i at ieee E 


0 Py Tr INS itti 
910 19 i912 1913 1914 1915 “1916 a 1918 1919 1920 1921 1922 19237 
















ashi n rea p r r 


above one milion dollars, for which 
quantities imported or exported are 
officially recorded by the Department 
of Commerce, it appears that our im- 
port and export of these commodities 
fell from approximately 250,000,000,- 
000 pounds in 1920 to approximately 
200,000,000,000 in 1991, or a drop of 
20 per cent. Comparison of values for 


the merchandise would show a drop of 4 


49 per cent. 


~ 
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Is the future then so dark? Yes— 
for the unskilled tyro who wants some- 
thing for nothing, who demands skilled 
wages for unskilled labor as an ex- 
porter, who wants war-time profits 
with no assumption of business risk. 
The firm of Ketchem & Skinnem is “on 
the rocks.” But the message for the 
prudent, for him who will give service 
for value received, has no such tone. 
Foreign trade is of most benefit to 
countries which are in the early or the 
late stages of industrial development. 
We have now reached the latter period. 
Effort only is needed to establish on a 
sound business basis our dealings with 
Europe and the Orient, and <o find new 
customers among our neighdors to the 
North or in Latin America. At the 
Eleventh National Foreign Trade Con- 
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vention held in Boston last June, the 
note was one of optimism. As James 
A. Farrell, President of the United 
States Steel Corporation, said in open- 
ing the convention: 


We are not to retire from foreign trade 
becaus Europe is not able to continue her 
accustomed rate of buying and selling. As 
our requirements in raw materials increase, 
while Europe’s ability to produce them 
diminishes or fails to keep pace with our 
growing demand, it is the course of ordinary 
prudence on our part to expand our activity 
in seeking such materials in other markets 
of supply. This is a very important factor 
of our situation today. 


More than ever before the increase 
of our national wealth is indissolubly 
linked with the development of our 
foreign trade. 
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O attempt has been made to sub- 
divide the following bibliography 
into a detailed classification. The 
books listed under Merchandising con- 
sist of material which has to do with the 
broad feld of marketing and selling 
adminstration. They consider the 
problems of the agriculturalist, manu- 
facturer, wholesaler, and retailer. The 
Advertising bibliography not only cov- 
ers the general field of advertising, but 
includes books dealing with the more 
specialized phases, such as mail com- 
munication, retail advertising, export 
advertising, and window and store dis- 
play. The list of books in Salesman- 
ship deals with the general psychologi- 
cal factors necessary in selling ‘and 
also the problems of selling at retail 
and wholesale. In addition, material 
dealing with the training and control 
of salesmen, commonly known as sales- 
management, is included. 

While the bibliography in the fields 
of merchandising, advertising and 
salesmanship is quite extensive, it will 
be noted that most of the books are of 
recent date. Much fragmentary ma- 
terial was published on these subjects 
prior to the last decade, but this period 
has witnessed the publication of exten- 
sive and specialized material by those 
who may be considered as pioneers in 
their several fields. This indicates 
that the subjects are only beginning to 
receive the attention their importance 
deserves and a fine opportunity is still 
afforded to add to the present litera- 
ture. To those who can revise this 
material and make additional contribu- 
tions, based upon the newer develop- 
ments, even greater credit will accrue. 
The need of the future in the literature 


of the fields requires that greater con- 
sideration be given to basic fundamen- 
tal concepts which have been developed 
in both the natural and social sciences. 
The truths of the earth—sciences, bi- 
ology, psychology, and economics— 
should all be drawn upon to build up a 
more scientific classification and ap- 
proach to the subject. The fault of 
much of the present literature lies in 
the fact that it is too factual and de- 


scriptive of past successes and failures Àx : 


rather than dealing in basic considera- 
tions. If the future contributors to 
this particular phase of business ad- 
ministration would endeavor to seek 
the truths as revealed by the older di- 
visions of learning, it is more than likely 
that the merchandising, advertising 
and salesmanship literature will aban- 
don much of the rule of thumb practice 
now existent and lead to principles 
based upon fundamental factors. 
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Ten years ago, when the first edition 
of Mangold’s book appeared, child welfare 
was just coming to be recognized as a dis- 
tinctive field of study and social effort. 

Problema of Child Welfare, aa enlargement 
of the author’s briefer manual on Child 
Problems, was the first booz to cover the 
subject in a comprehensive manner, and 
it quickly became the standard book in 
the field. 

In the decade that has elapsed, much 
new information has been gathered, and 
a number of significant d2velopments in 
the program for child welfare have taken 
place. In this revision, then, the author 
sets himself a dual task: first, that of revis- 
ing statistical tables, of adding new facts 
and current illustrations; and, second, of 
describing and evaluating the new social 
machinery that has come into existence. 
Among the latter are such developments 
as vocational guidance, the visiting teacher 
movement, the Federal Maternity and 
Infancy Law, Mothers’ Fensions, and the 
Children’s Code. 

It is the reviewer’s conviction that a 
cHapter on factors in mo-lern life affecting 
the family, with special reference to their 
bearing upon child prob_ems, ought to be 
included in any book that aims to cover 
the subject of child welfare. More em- 
phasis might have been given, in the revi- 
sion, to problems of malnutrition and the 
pre-school years. The chapter on Mental 
Classification remains in the revised, as 
it was in the original, edition, the least 
satisfactory part of -he volume. The 
contributions of psychiatry to child wel- 
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fare are given rather scant recognition. 
In view of our recent understanding and 
emphasis of these matters, this is all the 
more apparent. A chapter interpreting ` 
the child welfare movement, and relating 
it to the entire social betterment program, 
might also have been desirable. 

Despite these omissions, some of which 
are to be explained no doubt by the exigen- 
cies of book making, this volume is the 
best introduction to the general field of 
child welfare that has yet appeared. 


Over against this comprehensive résumé, 
the reader will find in Dr. Mateer’s book 
a specialist’s discussion of a particular 
group of children—not mentally inferior, 
not insane, not seemingly handicapped, 
but who yet make continued demand on 
school and home and community. 

Someone has said that short courses 
in psychology ought to rank high in an 
abridged list of the world’s evils. Cer- 
tainly there can be no doubt of the many 
exploiters and quacks who are participating 
in the present day “psychology masquer- 
ade.” One is particularly impressed by 
this fact after reading the first part of this 
book, with its clear-cut discussion of clinical 
psychology—its origin, tendencies, prob- 
lems, means, methods, verifications of 
results and illustrative cases. While not 
agreeing with all specific statements (being 
& mere man, the reviewer cannot accede 
to the contention, page 70, “that women 
are far more apt to make good clinicel 
psychologists”), two important facts are 
brought out very well in this first part 
of the volume. One of these is the neces- 
sity, and the difficulty, of a careful, de- 
tailed, intimate, and scientific psycho- 
logical examination of the client. The 
other fact is that clinical psychologists 
heve reached that point of critical dis- 
satisfaction with their work which means 
that they are ready for the consideration 
of new aspects of their problems. 

The author’s chief dissatisfaction with 
the work of many members of her own 
guild is the importance given to intelligence 
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ratings. The study of the intelligence 
level is important, she avers, but it is not 
enough to know how far an individual 
mind has gone in its development. One 
must learn also how that mind works. Our 
final psychological estimate of an individ- 
ual’s ability is a summing up of how well 
he uses the mental equipment he has. 
Quality rather than quantity is the puzzling 
factor in studying problem children. Psy- 
chopathy is the term used to indicate bad 
functioning. This is not a new concept, 
of course. What Dr. Mateer contends, 
however, is newer: that this malfunctioning 
can be studied in the psychological labora- 
tory; that these instabilities are almost 
as readily determined as intelligence level; 
that clinical psychology is ready for such 
research, and is more able to handle them 
than psychiatry. 

The second part of the book is a study 
of the psychopathic delinquent, summariz- 
ing Dr. Mateer’s work while at the Ohio 
Bureau of Juvenile Research. During 
her two years there, 869 boys and girls 
were studied psychologically under her 
direct supervision. Special consideration 
is given in the beok to one group among 
these—the congenitally syphilitic. Nine- 
ty-nine of these children were thus diag- 
nosed. The author had the conviction 
forced upon her that they constitute a 
rather definite type; that those of simi- 
Jar mental ages failed on the same tests. 
“There is no doubt but that’ one with a 
knowledge of the congenital syphilitic 
as a mental problem can recognize such 
cases through their behavior on standard- 
ized tests.” Persons familiar with case 
records of problem children cannot but 
be impressed with the proportion of cases 
in which congenital syphilis is a feature 
of the physical diagnosis. Such persons 
will be intrigued by the author’s conten- 
tions. 


Whether it is to be the clinical psychol- 
ogist or the psychiatrist, certain is it that 
the common element in their work is giving 
us & new approach to the handling of child 
problems. Asa Dr. Thomas Salmon has 
pointed out, the psychiatrist who has been 
in contact with social work, and the social 
worker who has been in contact with psy- 
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chiatry, each does his work better than 
do the psychiatrist and social worker who 
have not had the advantage of such con- 
tacts. Three Problem Children, comprising 
narratives from the case records of a child 
guidance clinic, illustrates the methods 
of study, guidance, and help that are being 
evolved to help problem children from 
this newer angle. 

The three cases presented are well 
selected. One is the story of a child of 
normal intelligence, but retarded in school, 
unhappy, and threatened with possible 
mental disease. The second is of superior 
intelligence, but failing in school, misbe- 
having, and unhappy. The third is of 
inferior mentality, a school failure, and 
apparently at the beginning of a delinquent 
career. 

The cases are well presented. Extran 
ous details are omitted. The really per- 
tinent facts of diagnosis and treatment 
are told in the fewest and simplest words 
possible, showing in each case the individ- 
uality of the problem, its development 
in accordance with the principle of caus- 
ation,-and the necessity for treatment 
by the cotrdinated resources which an 
organized clinical group commands. Ap- 
pended to these cases is a brief discussion 
by Dr. Morrison, Professor of Education 
at the University of Chicago, and the 
Commonwealth Fund Program for the 
prevention of deliquency. 


These three books constitute an excellent ` 
trilogy. One deals with the general as- 
pects of child problems, the second with 
the problems and methods of study of a 
specialized group, the third with the tech- 
nical handling of individual cases. All 
three are well written and will repay careful 
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HENRY GEORGE'S PROGRESS AND PovERTY. 
An abridgement authorized by Anna 
George de Mille. Pp.214. Price, $1.00. 
New York: Harcourt, Brace & Company, 
1924. 


The time is propitious for the publication 
in condensed form of this distinctive social 
document. In the present compact and 
readable volume some 200 pages carry 
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the message formerly set forth in more 
than 500. This condensation has been 
done with discretion, intelligence, and 
sympathy. 

As an economic treatise Progress and 
Poverty spans easily the gap of forty-five 
years, with its luminous exposition, its 
frank and persuasive argument, and its 
gift of ready illustration in terms both 
homely and picturesque. 

The publication of the original edition 
in 1879 was the occasion of an epidemic 
of explosive criticism in the columns of 
conservative journals, which compelled 
all serious social students to seek to un- 
derstand the significance of its provocative 
gospel. It appeared at a time when the 
quickening rhythm of pulsing industrialism, 
—whose pattern of feverish prosperity, 
rashing panic and vicarious social misery, 
—was arousing widespread apprehension 
and discussion. George’s brilliantly argued 
proposal “To abolish all taxation, save 
that upon land values” embodied both 
& precious promise and a profoundly dis- 
turbing challenge. 

The import of his book was more readily 
comprehended in the British Isles than in 
the United States, inasmuch as the political 
instinct and training of a compact popula- 
tion schooled in the lessons of feudalism 
had there prepared the ground for the new 
doctrine. In The Fabian Essays In So- 
cialism G. Bernard Shaw refers to the 
“Numbers of young men, pupils of Mill, 
Spencer, Comte and Darwin, roused by 
Mr. Henry George’s Progress and Poverty 
in the Eighteen Eighties.” And the echoes 
of the discussion carried across the oceans 
to Melbourne and Sydney, to Auckland 
and Wellington, where the new ideas were 
to bear fruit in due course. In his article 
Shaw said further, 


The phenomenon of economic rent has as- 
sumed prodigious proportions in our great cities. 
The injustice of its private appropmation is 
glaring, flagrant, almost ridiculous. 


In the fantastic reflection of current 
American politics, and of chaotic inter- 
national diplomacy, it is equally observable 
that the same principle of private appro- 
priation applied to oil, coal, iron ore, and 
other essential values in the land is nowise 
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less glaring, flagrant and grotesquely ridi- 
culous than when Shaw offered his trench- 
ant comment. 

The recapture of economic rent for public 
revenue through a legal and orderly pro- 
cess of taxation was the central idea of the 
Georgian proposal from the fiscal stand- 
poirt. The intended social effect was the 
disemboweling of land monopoly, in the 
belief thet the margin of opportunity creat- 
ed thereby would provide well-nigh un- 
limited frontiers of production to the on- 
coming generations of actual users and 
occupiers of the land. This social theory 
rested upon the succinct Jeffersonian doc- 
trine that “The land belongs in usufruct 
to the living.” Echoes of George’s social 
purposes may be heard today in Senator 
La Follette’s campaign pronouncement (of 
July 4, 1924) which has for its keynote 
the following challenge: 


To break the combine power of the private 
monopoly system over the political and economic 
life of the American people is the one paramount 
issue of the 1924 campaign The su- 
preme issue, involving all others, is the encroach- 
ment of the powerful few upon the rights of the 
many. 


Whatever else Progress and Poverty may or 
may not have accomplished, it undoubtedly 
presented the evidence and provided the 
argument which demonstrated to a mul- 
titude of readers that land monopoly is 
the fundamental method of levying tribute 
from them asses; that its laws of operation 
are universal; and that its application is 
rarely tempered by mercy. 

Deeper than logic or intellect there lay 
a power in George’s appeal; for he pre- 
sented what was, in effect, not merely a 
fiscal, political or social program, but an 
essential philosophy of life. It was a social 
evangel, vibrant with a religious fervor 
that was not afraid to rest its case upon 
the ideal of the brotherhood of man and 
the fatherhood of God. An ideal per- 
chance of insufficient complexity to satisfy 
the intensely evolving concepts of the new 
century, but sufficient to touch the heart 
of the common man of George’s generation, 
and to incense the Tory mind which re- 
sented any assumption that God was to 
be found, forsooth, on the side of the less 
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heavily equipped battalions. How rapidly 
the weight is shifting today from the old 
battalions to the new, let Ramsay Mac- 
Donald’s occupancy of a foremost chair 
among the seats of the mighty bear eloquent 
witness. Other symbols of change, intense 
and dramatic, are equally visible to him 
who would face frankly the realities of 
tke new day. It is in the light of these 
clanges, which were broadly sensed, and 
in part directly influenced, by the “Prophet 
of San Francisco” almost half a century 
ago, that the newly published volume of 
Progress and Poverty should be read, con- 
sidered, and inwardly digested. 

Fashions in literature change with chang- 
ing times; but books which are touched 
with inspiration and inward illumination 
live in a gracious glow like saints and heroes 
crowned in pictured radiance. Through 
unselfish devotion to truth, and to the 
spirit, they serve to lift mankind to levels 
of wider knowledge and deeper under- 
standing of life; and in good time they 
take their appointed place among the active 
and liberating forces of human enlighten- 
ment. 

Warum Liorp GARRISON. 


CALDER, Joun. Capital’s Duty to the 
Wage-Earner. A Manual of Principles 
and Practice on Handling the Human 
Factors in Industry. Pp. 826. Price, 
$2.25. New York: Longmans, Green 
and Company, 1923. 


This is a book written by a practical 
engineer for practical men called upon 
to handle labor in industry. Though 
written specifically for the employer and 
labor manager, it deals not only with 
“capitals duty to the wage-earner,” but 
just as much with the wage-earner’s duty 
to capital. It is truly “a manual of prin- 
ciples” as well as of “practice,” for con- 
siderable attention is given to an analysis 
of the labor movement as it is and to some 
extent to the causes (at least the psycho- 
~ logical) that make it what itis. The author 
reveals a much stronger grasp of the eco- 
nomics and the philosophy of the labor 
movement than is common among the 
fraternity of engineers, but the pragmatic 
character of the book leads him to slight 
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the causal side of the problem in his an- 
xiety to get at the facts and effects. 

The problem to which the book is 
dedicated is formulated in the following 
language: 


How can our organization for the production 
of wealth be so improved that the general wel- 
fare in its broadest material and moral implica- 
tions will be progressively advanced? 

How are individual men and women—both 
without and with capital—to be taught to labor 
with their hands and brains willingly and effi- 
ciently so as to secure out of the products of 
their toil and thought what they feel to be, and 
what will be in fact, a fair return? (Page 6.) 


The road to this goal, in the author’s 
view, runs neither through the trade union 
nor through the employers’ associations 
organized to fight labor. He is equall 
emphatic in his condemnation of the clos 
union shop and of the so-called “open 
shop,” which is usually closed to union 
people (pp. 638-69). The typical labor 
leader, in the author’s opinion, is more 
concerned with the problem of controlling 
his rank and file than with the constructive 
problems of industry. He is totally igno- 
rant of the problems within the plant, 
yet he tries to exercise control over the 
industrial relations there. The author 
calls him, therefore, an “absentee” leader. 
Mr. Calder thinks that: 


The day of absentee control of labor by na- 
tional or international unions on a basis of class- 
conscious struggle, has been tried and found 
wanting. Such organization has led to abuses 
greater than the benefits it brought, and the 
public will not much longer support it. For 
the distant boss and his walking delegate, whose 
job demands aggression and militant poses re- 
gardless of the merits of a particular issue, there 
will in time be substituted the leader who has 
a knowledge of, and a stake in the community 
in which he lives (page 153). 


By the latter type of local leader, the 
author means the leader of the workers 
employed in a given plant, a leader of what 
has come to be known as “a company 
union.” 

The author’s solution of the labor prob- 
lem lies in an employes’ representation 
plan under which the workers of a plant 
are represented in an assembly composed 
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of an equal number of representatives of 
the workers and of the management. Any 

, difference or dispute which cannot be set- 
tled by standing committees composed 
of representatives of both sides, or by the 
assembly as a whole, leaves either side 
“free to take such action outside of the 
plan and its rules as they may think 
advisable.” 

It is this feature which does not prevent 
an employe from belonging to a union if 
he chooses to do so and which makes the 
plant truly an “open shop,” which Mr. 
Calder emphasizes as an important essen- 
tial of his plan, which he claims has been 
in successful operation in the packing plants 
of Swift & Company employing about 
24,040 people (page 165). 

His own testimony, however, tends to 
shew that the effort to carry on industrial 
relations under a dual, rival control of a 
trade union and a company union is fraught 
with danger and bound to lead to conflict 
between the two leaderships. 

The essential features of his plan which 
no doubt impart to it the character of the 
most liberally conceived and fair plan of 
industrial representation under employers’ 
auspices yet devised, are: 


1. Unlimited freedom of “discussion regarding 
every employe interest and definite 
powers of decision.” 

2. Joint representation is necessary if there 

| is to be a mutual and beneficial educative effect 
upon employes and mangement. Both need 
~it_ond the day of two hostile camps sporting an 
occasional flag of truce should be left behind. 

8. Any plan of representation within a plant 
which, as a condition of its existence, excludes 
organized men from employment or forbids or 
inhibits directly or indirectly, the free expression 
of opinion by such employes, or by any dissen- 
tients—whether majorities or minorities, will 
fail to attain success. 

4. No plan of employes’ representation will 
command the confidence of either organized 
or unorganized employes, if it 1s essentially or 
chiefly a union-fighting or union-destroying 
instrument. The sincere employer will find 
that a genuine democratic assembly is a far more 
enlightening and educative body than the aver- 
age union of today which has little interest in 
the truth about any one plant situation and is 
chiefly “gunning” for national spoils. He will 

~also find that any injustice or repression will 
only saddle him in the end with an external fight 
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for which he has himself furnished the ammu- 
nition and greater intelligence for securing 
his defeat than would otherwise be available. 
Moral—let the insincere employer avoid em- 
ployes’ representation as he would the plague 
(pages 175-176). 


Lack of space precludes an analysis of 
the author's discussion of such fundamen- 
tals as capital, labor, wages, working hours, 
profit sharing, unemployment, immigra- 
tion and social justice. It bears the im- 
print of retreshing candor and freedom 
from cant. 

The work is unique. Although revealing 
a broad knowledge of economics and close 
acquaintance with the philosophy as well 
as the practise of the labor movement both 
in this country and in England, Mr. 
Calder’s book is intensely practical and 
deals with the intimate troubles and daily 
problems of industry such as only a practi- 
cal industrial manager can discern. It is 
not necessary to agree with most of the 
author’s conclusions to be well repaid by 
a perusal of his contribution to the litera- 
ture on industrial relations. 

N. I. STONE. 


LOowELL, Azssotr Lawrency. Public 
Opinion in War and Peace. Pp. 302. 
Price, $2.50. Harvard University Press, 
1924. 


President Lowell writes of public opinion 
as a lawyer and a student of politics. 
That means that he writes in the language 
of philosophy rather than in that of psy- 
chology. 

Not that he is unfamiliar with the recent 
literature in the field of collective psychol- 
ogy, since he makes repeated references 
to it, and particularly to William Me- 
Dougal’s Group Mind. But he has done 
his thinking in another universe of dis- 
course, and he prefers to talk of public 
opinion in terms of common sense rather 
than in the technical language of a some- 
what dubious social psychology. 

For common sense, public opinion is a 
matter of elections and majorities, and 
of the machinery by which majorities are 
rolled up and recorded. It is with public 
opinion as determined by the contests of 
parties, and the limitations of political 
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machinery that this volume is chiefly con- 
cerned. The result is a book of shrewd 
observation upon the practical workings 
of political parties in America, in England, 
and on the Continent, including the dis- 
turbances and the distortions of the dif- 
ferent party systems under the influence 
of the excitement of a world war. 

Some of President Lowell’s definitions 
indicate his point of view. “An opinion,” 
he says, “may be defined as the acceptance 
of one among two or more inconsistent 
views which are capable of being accepted 
by a national mind.” 

Numerous references throughout the 
volume indicate, however, that opinion 
is not always the result of so, rational a 
process a3 this definition suggests. “A 
change of opinion,” he writes, “usually 
takes place by directing attention into 
a new channel, which has the effect of 
drawing a red herring across the trail” 
and Mr. Lowell quotes with approval 
Lecky’s remark that “people .do not dis- 
prove miracles, they outgrow them.” 

Other references recognize the fact that 
public opinion, as registered in the con- 
tests of political parties, is not always 
either consistent or rational. Opinions 
change by a process of exceptions to general 
rules. Finally the rule becomes the ex- 
ception. “An exceptional case, especially 
if it touches an emotion,” as Mr. Lowell 
remarks, “often appeals with peculiar 
force even to people who are strongly in 
favor of maintaining a general principle.” 

Almost anything that “appeals with 
peculiar force” to any considerable num- 
ber of people inevitably registers itself, 
sooner or later, if not in the election re- 
turns, at any rate, in the news. 

News has been described as “anything 
that makes people talk.” Furthermore, 
the ultimate sources of political power 
are just the sentiments that find expres- 
sion in the things people talk about, namely, 
news. This suggests another recent book 
on public opinion which treats it not as 
a product of political parties, but of the 
newspaper, namely, Walter Lippmann’s 
Public Opinion. The modern newspaper 
has, to a very considerable degree, super- 
ceded the political parties as a medium 
for creating and expressing public opinion. 
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Not only that, but the recent emphasis 
of the newspapers upon news rather than 
editorial opinion has led the publie to think 
in terms of political issues rather than in 
terms of political creeds. In this way 
the newspaper has probably tended to 
undermine the basis of party loyalties and 
multiplied the number of independent, 
disinterested, or indifferent voters and 
non-voters. 

But the difference between President 
Lowell’s opinion and that of Walter Lipp- 
mann goes deeper. Lippmann is less in- 
terested in the machinery for registering 
a public opinion that, supposedly, already 
exists, than he is in the process by which 
that public opinion is formed and created. 
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The latter is naturally the more intyicatt-~_ 


and more important problem. In fact, 


it is doubtful if anything particularly dew i 


or enlightening about the workings of 
the party system is likely to be discovered 
until the processes by which public opinion 
is made are more fully understood. 

Two criticisms of President Lowell’s 
conception of opinion and public opinion 
suggest themselves. First, as he defines 
it, opinion seems to be much more of an 
intellectual process than it probably ac- 
tually is. Second, opinion and public 
opinion, as he describes them, seem to 
be almost wholly a matter of the indivi- 
dual. 

If we conceive thought, as psychologists 
are more and more disposed to do, merely 
as an interrupted or incompleted act, 
opinion may be described as a statement 
made to explain or justify, to the individual 
himself, or to others, an impulse to act. 
To state the thing in this way is to put 
the emphasis upon the motor aspect of 
the process by which opinion is formed. 
It suggests also that an attitude or a ten- 
dency of an individual to act becomes 
rational and public by the very fact that 
it takes the form of an opinion. Looking 
at the matter this way we may say that 
all opinion is, as a matter of fact, public 
opinion, and the contrast between private, 
i.¢., individual, and public, t.e., collective, 
is merely one of degree, not of kind., It 
is this description of the matter which 


has led to and justified that conception ” 


of the group or collective mind to which 
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Book DEPARTMENT 


President Lowell makes an amiable refer- 
ence but does not quite accept. 

For the author of this book public opinion 
is the opinion of the majority. There are, 
he says, two kinds of collective opinions, 
those which are unanimous and those which 
are not, but the difference is largely a ques- 
tion of addition and subtraction. Add 
together the opinions which are alike, and 
subtract those differing: the result repre- 
sents the effective public opinion. 

Now it is evident that a mind is never 
a numerical sum and it is manifestly im- 
possible for anyone to determine what 
his own mind is at any given moment by 
adding up the impulses that impell him 
to go north and subtracting the impulses 
that impel him to move south. That is 
not the way minds work, and if the group 


. find were in any sense the sum of minds 


of the individuals that composed it, the 
term itself would be misleading. 

This distinction has practical signif- 
icance. If the political process is an effort 
of the group to act, then an election is not 
primarily a device for recording public 
opinion, but for making it. 

The most novel and interesting chapter 
in this volume is the last. Issues arise, 
and are settled, but the parties, under 
other names perhaps, remain. There are 
always the contented and the discontented, 
and there are always the radicals and the 
conservatives. Out of these materials 
President Lowell has constructed a very 


interesting classification of parties, on the 


basis of which hecalls disposition. It is this: 
Contented 


Liberals Conservative : 


Sanguine 


Radicals Reactionaries S 
Discontented. 


The classification is not new, but Pres- 
ident Lowell has made it the subject of 


« some very interesting and ingenious ob- 


servations. 
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The ultimate sources of political action 
and public opinion, it seems, are tempera- 
ment and unrest, human nature and the 
social situation. 

Rosmrt E. Park. 


Davenport, E. H. anp CooKE, SIDNEY 
RussEeLL. The Où Trusts and Anglo- 
American Relations. Pp. 201 and pp. 62 
appendices. Price, $2.50. New York: 
The Macmillan Company, 1924. 


Oil and politics have for some years past 
been intermingled if not mixed. Oil has 
fallen into bad flavor; politics have always 
been there. The combination can be noth- 
ing short of portentous. The “oil of serv- 
ice” has not been an “oil of gladness,” 
and no commercial product during these 
later years has given to the chancelleries 
of the world more food for thought. 

This book, written by two British spe- 
clalists, deserves a reading by those who 
know both oil and politics; it is even more 
worth reading by those who know neither. 
In substance it is a non-technical discussion 
of oil concession, especially in Southern 
Europe and the near East, and their de- 
velopment by English and American com- 
panies. It shows particularly the parts 
played by the governments of Great Britain 
and the United States in advancing the 
interests of their respective nationals. 

Though written by Englishmen the dis- 
cussion is in no way prejudiced. The 
authors are as plain spoken against one 
nation as another, when facts warrant. 
Three things are clear in this presentation: 

1. Government interference in the oil 
development of foreign countries is prej- 
udicial to its own best interests. So na- 
tions as such should keep out of the oil 
business. Through rivalry it leads to 
demagogism. Government participation 
retards rather than promotes the develop- 
ment of petroleum resources. 

2. It is a mistaken idea that national 
ownerships of onl resources is the key to 
power. “He who owns petroleum owns 
the world” is an egregious fallacy. Not 
oil resources but the command of the sea 
gives political power. In peace all can 
buy oil at a world price; in war the domi- 
nant naval power determines its distri- 
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bution regardless of ownership or pro- 
duction. 

3. There is no immediate shortage of 
oil. We are producing all we need. 
Mexico may soon decrease, but Venezuela 
seems destined to increase proportionately. 

Let diplomats and demagogues, as well 
as laymen, read this volume. To digest 
and act upon its sane suggestions should 
help to “pour oil on the troubled waters” 
of international politics. 


Harry T. Coriioes. 


Deitartck, Hans. Government and the 
Will of the People. Academic lectures. 
Translated into English with notes and 
glossary of political names and terms, 
by Roy S. MacElwee. Pp. xiii, 192. 
Price, $8.50. New York: Oxford Univer- 
sity Press, American Branch, 1928. 


This book, the result of a course of lec- 

tures first published in 1913, now appears 
as a second edition essentially in its original 
form, to which has been added, however, 
an epilogue of post-war observation made 
in 1920. The significance of the work 
is well expressed in the author’s reason 
for issuing this edition: 
Inasmuch as we now live under a constitution 
that has presumably sprung from “the will of the 
people,” it is of double importance to know what 
this “will of the people” is, and how ıt came to 
be,—how it was called to govern, and to what 
extent it can govern. 


Though the volume deals primarily with 
problems arising out of conditions in Ger- 
many, the argument is drawn not from 
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local or surface events of the last two dec- 
ades, but from the deeper undercurrents 
of history and political philosophy with 
a masterly grasp characteristic of Professor 
Delbrück. He has given us, therefore, 
a general work on popular government-— 
comparable to Maine and by no means 
less fundamental—rather than a descrip- 
tion or an opinion of a temporary situation 
that will be swept away by a rapidly chang- 
ing world. This is the first and most im- 
portant fact about this book. 

The general result, a bare statement of 
which is all that is permitted in this review, 
is to show that in no states, from the an- 
cient Greeks to the modern democracies, 
has there ever been nor is ,there today, 
either under the parliamentary form as 
in England or under the various forms 
on the Continent, a government by the `“ 
people in the true sense of that term. The 
“will of the people” is a spirit, not a form, 
and the final test as to popular control 
is not determined by mechanistic structure 
but by the actual relation of the individual 
to the government. Delbriick agrees with 
Maine who, in his Popular Government, 
cautions us against the fallacy of assuming 
that democracy is anything but a form of 
government; and that the form itself is 
but an inverted monarchy. Coming from 
the pen of so distinguished a scholar as 
Dr. Delbrück and at a time when the con- 
vulsions of a great war are forcing a re- 
valuation of old conceptions, it is a book 
that no serious student of political science 
should fail to read. Here we have indeed, 
multum in parvo. 


Karu F. GEIER. 
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FOREWORD 


Tue automobile is revolutionizing 
American life and American industry. 
The gas-driven machine has brought an 
era as distinct and creetive as that 
brought by steam. 

In this great transport development 
America leads. Of th2 18,000,000 
automobiles and motor trucks in opera- 
tion in the world now, 15,000,000 are in 

. the United States. We make and use 
| nine out of ten of all the motor passen- 
ger cars and trucks in the world. 

, American automobilists circle the 
> round globe 20,000 times every day! 

Such energy changes life. And 
changes it in creative weys. 

We are just on the threshhold of the 
new day. Motor use kas doubled in 
the past five years! No other industry 
has ever approached such rapidity in 
development. 

Not a phase of American life, not 
even her humor, has been untouched by 
the automobile. The home, the school, 
the church; recreation, production, 
distribution; agriculture, advertising, 
plant location; legislation, highway 
safety, the courts; city planning, public 
expenditures, international problems— 
all have felt the driving power of the 
automobile and the mozor truck. 

This volume presents the new prov- 
ince of the automobile and discusses 
pertinent problems growing out of its 
use. These problems vary from the 
purity of roadside drinking water and 
the plan of the home to street traffic 
congestion and the financing of motor 
highways. 
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As usual in such matters the solution 
to these problems lags behind their 
creation. What shall we do to insure 
safety? How shall the courts be so 
constituted as to be relieved of petty 
traffic violation cases? How shall the 
rights of the pedestrian on the high- 
ways and the automobilist in the traffic 
court be protected? How shall the 
perking problem be met? What 
changes in city plans should be made? 
How shall we finance our motor high- 
ways? How shall we keep our high- 
ways out of the greecy clutches of self- 
seeking politicians? 

It costs money to own and run cars. 


. It costs money to construct and main- 


tain highways. The costs of both will 
continue to mount. Society gains 
when the net returns from both are 
greater than their cost. 

Twenty years ago civic leaders pic- 
tured the value of good roads. The 
most imaginative of them never guessed 
at half the truth. Let us have now 
community surveys that will build to 
meet the greater industrial future 
just ahead. Little can we afford to 
block progress by blocking traffic. 

Acknowledgments are particularly 
due to William H. Connell, Engineer- 
ing Executive and Assistant Secretary 
of Highways of Pennsylvania, and to 
James W. Follin, Research Engineer 
of the Highway Department of Penn- 
sylvania, for untirmg assistance and 
helpful suggestions and advice through- 
out the preparation of this volume. 

CLYDE L. Kina. 


The Motor’s Part in Transportation 


By Roy D. CHAPIN 
Vice-Presideat, National Automobile Chamber of Commerce 


RANSPORTATION is the basic 

idea of the automobile. The man 

who purchases a car desires it because 

it will take him from one place to an- 

other place. The buyez of a truck 

finds use for it in carrying goods from 
one point to another poirt. 

These statements are 30 obvious as 
to seem almost superfluous; but they 
are apparently necessary at the start of 
a paper on the automcbile industry 
, today, when one sees the great variety 
' of approaches to the subject which 
seem to ignore the transportation 
thought. 


THe CONSIDERATION OF Motor 
TRANSPORTATION 


Most surprising is it to study cat- 
alogues of many of our large univer- 
sities and note that under the heading 
of transportation there are many 
courses dealing with waterways, elec- 
tric routes, particularly with the rail- 
roads, and yet in many cases there is no 
„ consideration of motor -ransportation. 
`- There are in the United States today 
more than thirteen and a half million 
passenger cars and over a million and 
three-quarter trucks. 

The various traffic surveys indicate 
that the average number of passengers 
carried daily by the automobile is 
about 2.5. 

If we estimate the average annual 
mileage of an automobile as 5,000, 
which from the scattered record on the 
subject is conservative, we find that 
the annual passenger miles of motor 
travel is 168,750,000,C00. When we 
compare this with the passenger mile- 
- age on Class I railroads in 1923, total- 
ing 37,957,000,111, it appears that we 


have before us a very considerable field 
for transportation study. 

Probably the chief reason why only 
a few universities have recognized that 
the motor vehicle is an additional form 
of transportation is that the automo- 
bile has been sold chiefly to the indi- 
vidual. 

Like the character in one of Mo- 
liére’s plays, who was surprised to 
learn that he had been talking prose all 
his life, the average car owner might be 
surprised to learn that he is m the 
transportation business. j 

He has purchased this object be- 
cause it satisfies his own particular de- 
sires, and he has not stopped to realize 
that in the aggregate his automobile, 
along with the others, forms a great 
informa] system of carriers. 

With the volume of vehicles on the 
highways, there is coming a greater 
need, however, for systematizing of 
control, and a greater realization on 
the owner’s part concerning his respon- 
sibility in traffic. As this sentiment 
develops, there will probably be an in- 
creasing public recognition of the motor 
car and motor truck as elements of 
transportation, and a growing popular 
interest in the subject. 


MOTOR INDUSTRY AND Economics 


Much of the present growth of the 
automobile industry may be laid first, 
to the fact that there existed a need 
for rapid, flexible individual transpor- 
tation and second, to the fact that the 
men manufacturing the vehicles 
thought of their business in terms of 
economics. They realized that they 
were making rolling stock, that their 
product was related to other indus- 
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tries. that the questions of highways, 
taxation, road financing, and similar 
matters were fully as much a part of 
the Eusiness as the problems of produc- 
tion and sales. 

Credit should be given to the U. S. 
Government, particularly to the Bu- 
reau of Public Roads, for farsighted 
research in motor transportation. At 
the same time, it is fair to note that a 
large part of the original research in 
this field has been done by the auto- 
mobile industry itself, which for years 
past has been gathering data on the 
production, use and development of 
the automobile. 


The term is appropriate, as the be- 
ginning of the industry in this country 
occurred virtually twenty-fiveyearsago. / 

In 1899 we find the first U. S. Census ` 
reports of automobile production, the 
total being 3,700. Last year the out- 
put of the factories passed the four 
million mark. 

Motor truck transportation was 
later in development. The first Census 
record here is 411 vehicles manufactured 
in 1904, and the total in 1928 was 
close to 400,000. 

The following table gives a picture 
of the record of progress in manu- 
facture: 


ANNUAL Propuction or Motor Vuurcies 1 


Passencme Cars 


Wholesale 
Year Number Value 
1899. ......... 8,700 $4,750,000 
1904. 21,281 23,684,867 
1908. . 1... 127,781 158,918,506 
1910 ua 181,000 218,000,000 
1911 199,819 240,770,000 
1912..  & ites 856,000 335,000,000 
1918 461,500 389,902,000 
1914. 543,679 418,859,379 
1918. 818,618 565,978,950 
WOIG cb nccekes 1,498,617 787,469,853 
1917. s... | 1,740,792 1,058,505,781 
1918. 926,888 801,937,925 
1919. 1,657,652 1,461,785,925 
1920 1,888,158 1,809,170,868 
1921. 1,514,000 1,098,918,000 
1922.. aaan 2,406,896 1,567,008,041 
1888.. ...... 8,694,837 1,698,808, 2&8 


Moror Trucks 


Wholesale 
Value 


$946,947 
5,230,028 
20,485,500 
22,292,821 
43,000,000 
44,000,000 
45,098,464 
125,800,000 
157,500,000 
220,982,668 
434,168,992 
423,326,621 
423,756,715 
166,082,000 
222,635,324 
511,144,434 





1 From. Facts and Figures of the Automobile Industry, 1924. 


Tue SILVER JUBILEE AND Its Inport 


We can best realize the status of the 
automcbile industry today if we re- 
view briefly the history of its develop- 
ment. 

The National Automobile Shows 
will be referred to this winter as Silver 
Jubilee events. 


It will be noted that truck manu- 
facture went up to a sharp peak during 
the war, due to the employment of 
these vehicles by the army, and to the 
acute railroad shortage. 


Prace or Tae Moror Truck 


, Truck development has also been 
more gradual, because business al- 


; 
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ready had established ways of han- 
dling its shipping, had investment in 
these methods, and has been conserva- 
tive in making changes. 

The merchandising of trucks like- 


| wise has gone through several periods, 


l 


1 


as both makers and shippers have 
come more clearly to understand its 
function. 

There was a time when too much 
was claimed for trucks by the sellers 
and too much expected by the buyers. 

Industry in general is coming to 
look upon the truck as the efficient 
haulage unit for short distances and 
especially for I. c. I. shipments. In 
Cincinnati, for instance, eight rail lines 


The motor truck is likewise coming 
to be regarded as the feeder and com- 
plement to rail transportation. The 
Long Island Railroad, for instance, has 
increased its annual freight business by 
2,600,000 tons since 1917. During the 
same period motor truck use in its 
territory has multiplied nearly fivefold. 


Motor Bus a RELIEF to URBAN 
TRAFFIC 


The percentage of total population 
in our cities has increased from 40 per 
cent in 1900 to 51.4 per cent in 1920. 
The numerical increase in city popu- 
lation during that period was 28,924,170. 

The handling of this additional 


ALLOCATION OF PopuLation Topay 
(1980 Census) 





ane rs ecesre ere eee ea eavaean 


1,000,000 and over. i 
500,000 to 1,000,000... 
400,000 to 500,000.... ....... 
800,000 to 400,000...... ..... 
200,000 to 
109,000 to 

50,000 to 100,900....... 
25,000 to 
~~ 15,000 to 
10,000 to 
5,000 to 
2,500 to Geese 
Rural (under 2,508) Nye buah 


have combined to have their trans- 
shipment business handled by motor 
truck. 

More than 150 railroads are using 
motor units on their short lines. Some 
are operating these over the tracks 
through the employment of flanged 
wheels. Others are abandoning the 
short rail routes entire-y. The Penn- 
sylvania Railroad, for instance, is em- 


‘ ploying eleven motor truck units over 


short routes. 


NUMBER OF 






POPULATION 







105,710,620 









10,145,582 
6,223,769 
1,710,489 
1,721,717 
2,921,823 
4,706,496 
5,265,747 
5,075,041 
8,798,925 
3,144,417 
4,997,704 
4,596,473 

51,408,497 
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traffic has created very grave difficul- 
ties for the transit companies and ac- 
companying discomfort for the popu- 
Jation. The motor car and the motor 
bus have helped materially to relieve 
this situation. 

The pressure of population demands 
has created a vast suburban develop- 
ment, which is served by (a) buses, (b) 
steam and electric railroads, plus mo- 
tor cars, and (c) private motor cars on 
door-to-door service. 
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“or a long while the electric rail- 
rosds, alarmed by the competition of 
the motor bus, seeing it entering out- 
lying districts before rail lines could be 
laid, and knowing that the public was 
willing to pay twice the street car fare 
for buses on the city routes, tried to 
place every obstacle in the way of this 
vehicle. 

It became increasingly clear, how- 
ever, that the public wanted bus trans- 
portation. 

In recent years the electric roads 
have grasped this fact and now 184 
electric railways are operating motor 
bus lines. In some cases they are 
additions to the rail equipment and 
elsewhere they have replaced it. 

There are likewise a large number of 
independent companies. Also, the in- 
terurban bus business has become very 
popular, both in competition with 
existing trolley routes, and in estab- 
lishirg lines where there was not enough 
travel to support trolleys. 


Tam TAXICAB IN EARLY STAGES 


Taxicab travel is likewise a new 
phase of the automobile industry. 
The old-style unregulated cab proved 
unsat.sfactory, high-priced and irre- 
spons:ble. Today, however, most cities 
have cab companies organized on a 
business basis. The question of what 
constizutes a profitable and reasonable 
price still seems to be a subject of con- 
siderable agitation. Some hold the 
view taat the present size of the cab is 
uneconomic. One or two passengers is 
the usual cab load and many are 
prophesying that future cabs will be 
smaller and lighter. 


RELATING AMERICAN INSTINCTS TO 
Moror GROWTHS 


I do not think'we can understand 
the economics of automobile travel or 
the growth of the automobile industry 


without a realization of American 
instincts. 

I have noted the status of the truck,/ 
the bus and the cab because they are ` 
part of the subject and because they ` 
are more obviously within the study of 
transportation, but the reason for 
their growth is less insistent than the 
basic appeal of the private car. Amer- 
icans are a race of independent people, 
even though they submit at times to a 
good deal of regulation and officialdom. 

Their ancestors came to this country 
for the sake of freedom and adventure. 
The automobile satisfies these instincts. 
The owner of a car can travel in any 
direction he desires and at any time. 
The complications of civilization prob- 
ably make it necessary for the average 
citizen to be hedged about in most of 
his activities by definite working hours, 
conditions, places of residence, and 
other factors making for an ordered 
existence. The automobile supplies a 
feeling of escape from this suppression 
of the individual. That is why the 
American public has seized upon motor 
travel so rapidly and with such inten- 
sity. Broadly speaking, the automo- 
bile is in this way supplying an eco- 
nomic service. Independence is a 
value, even though not readily meas- ¢ 
ured. 

The public has found further values 
in the car in the more narrowly defined 
money-making sense. Cars permit one 
to live in communities where rents are 
lower, to save time in hundreds of 
types of business, to enjoy vacations at 
low cost, and in many other ways 
enable a large proportion of motor users 
to get back part of, or all of, or a sur- 
plus over, their investment. 

The public purse could not sustain 
the annual investment of $2,000,000,- 
000 in new vehicles, with perhaps sev- 
eral billion more in maintenance, opera- 
tion and overhead, if there were not a ' 
large profitable element in this form of 


ì 


N 
t 


we 


Tae Moror’s Part IN TRANSPORTATION 5 


transportation, but I believe the im- 
pelling motive which has built up this 
demand has been the American craving 
for freedom of the individual. 


Waar Is roe Maxrauum? 


The U. S. Bureau of Public Roads 
gives the following figures of motor 
vehicle registration for the past ten 
years: 


REGISTRATION oF Motor VEHICLES IN 
Unrrep STATES 





Per Cent Ga 
Yrar REGISTRATION | OVER PRECEED- 
ING YEAR 

1914 ..... 1,711,339 86% 
1915..... 2,445,668 43% 
1916....... 3,512,996 43% 
I917...... 4,983,840 42% 
1918.. 8,146,617 23%, 
1919 7,565,466 28% 
1920 ...... 9,231,941 22% 
1921 . 10,463,295 18% 
1922..... 12,238,375 17% 
1928. 15,092,177 28% 


There is now an average of one ve- 
hicle to every seven persons in the 
country. 

This, of course, is a statistical, not 
an actual, representation. It does not 
mean that every seventh person owns 
a motor car. There are in the 1923 
figure 1,627,000 commercial vehicles. 
There are nearly three-quarters of a 
million passenger.cars owned by busi- 
ness corporations. There are probably 
several hundred thousand families own- 
ing two or more automobiles. 

Nevertheless, the proportion of cars 
to population is very high. The ques- 
tion arises—“ Have we come to the end 
of the increase in this country?” In 
the sense that this question means 
whether or not we have reached the 
end of the unfilled basic market at this 
particular moment, whether a fifteen 
or sixteen million registration is the 


total absorbable number of motor ve- 
hicles in 1924, the answer is hard to 
determine. 

This country will increase yearly in 
wealth and population. The trend of 
our cities is towards further suburban 
development, calling for more indi- 
vidual transportation. These elemental 
factors in the situation mean that we 
may look for an indefinite gain in 
motor vehicle registration, not perhaps 
at the same percentage rate as in the 
past, but nevertheless a constant 
growth. 


SIGNIFICANCE OF THE $200 Car 


The automobile industry today is 
founded upon the $200 car. 

Many, who wonder how there can be 
the wide distribution of automobiles 
that exists, would concede that there is 
an enormous, virtually limitless, field 
for the $200 and $100 automobile, now 
being supplied by the used vehicle. 

That automobile is today the basis 
of our large market and the chief reason 
for our expectation that increases in 
wealth will be promptly reflected in 
growing registrations. The statement 
that, in 1923, 2,750,000 more persons 
owned motor vehicles than in 1922, 
does not mean that that number of new 
owners purchased cars at the retail 
price. It may mean that that total, or 
a large proportion of it, bought used 
cars; and that the previous owners of 
these used cars, being in the higher in- 
come ranges, bought the newer, ve- 
hicles. 

There were 4,000,000 motor vehicles 
purchased last year. Perhaps a million 
of these replaced worn-out cars and a 

“very large proportion of the remainder 
involved trade-ins, which meant a tre- 
mendous sale, perhaps 2,000,000 or 
more, of used cars. Where there is a 
trade-in, the buyer of the new vehicle, 
of course, does not pay the full retail 
price in cash by a considerable amount. 
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Hundreds of thousands of the cheaper 
grades of used cars are sold for almost 
nominal amounts. 

According to the figures of the 
National Bureau of Economic Research 
the number of automobile owners in 
the country is roughly equal to the 
number of persons receiving incomes in 
excess of $1,400. Between the $1,000 
and $1,400 income classes there are ap- 
proximately 12,000,000 persons. As 
their wealth increases, as they move 
into the suburbs, or as factories em- 
ploying them are transferred into out- 
lying districts where rents are lower, 
an immediate vast market for used cars 
is created, which in turn brings about 
demand all the way up the line. 


AUTOMOBILE’s EFFECT on OTHER 
Busness 


I have tried to sketch the underlying 
factors in the economic position of the 
automobile industry in the United 
States today. The possibilities of new 
markets, the demand for cars in the 
rest of the world, which now has but 
17 per cent of the total motor vehicle 
registration, the further adaptation of 
the motor car in a variety of businesses 


are too extensive to discuss in this 
limited space. 

It is essential, however, to consider ` 
what relation the growth of the auto- 
mobile industry has had to some of the 
other major businesses. Has the money 
spent for motor vehicles been diverted 
from other possible markets? Some 
seem to feel that it has and perhaps 
this has been the case in specific in- 
stances. We cannot measure this 
definitely, however, because most of 
the wealth involved may have bee~ 
created by the vehicle itself in the sav, 
ing of time. Further, it is possible that 
the individual exerted himself to a 
greater degree in order to purchase an ag 
automobile. 

In short, without the automobile 
there may well have been less develop- 
ment of the country and lower produc- 
tivity, rather than that number of 
dollars available for something else. 
Undoubtedly, specific railroad and 
electric lines have suffered severe com- 
petition from the motor vehicle. In 
such cases the public apparently de- 
cided that motor transportation was 
the more satisfactory. 

This form of travel has, however, 


Raw Lines anp Motor Deve tor Supurss* 


(The following table shows the steady increase in both motor and rail travel in Long Island, a suburban 
district of New York City. The motor vehicle registrations and new dwellings figures are for those counties 
on the island not within the city limits.) 








IIll ewes. & 50,796,028 11,829 
1918,... 55,488,000 19,710 
1919. . .  ....| 64,067,541 24,809 
1920... BE 72,743,820 24,709 
LOZ. ewes .. »+| 75,506,045 32,860 
EA E 79,656,891 41,111 
DOES sass ca). mes 86,194,439 51,673 


; 2,482 8,863 
5,798,876 8,884 1,158 
6,916,886 4,574 7,911 
5,886,960 5,430 7,581 
5,672,679 7,566 16,197 
6,028,008 10,245 23,336 
1,917,977 11,176 $1,699 


* From Facts and Figures of the Automobile Industry, 1924. 


+ For area not in Greater New York. 
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been by no means entirely competitive. 
. The Long Island Railroad, for instance, 
is today handling a maximum of 
passenger traffic in a suburkan vicinity 
where motor registration has increased 
very rapidly. The car anc the truck 
may be regarded as very effective com- 
plements to the railroad in most sub- 
urban sections, as they permit radial de- 
velopment around the railroad station. 

In fact, as the gridiron of steel tracks 
developed this country along their 
borders, so we may look fcr an inten- 
sive outlying growth as the pressure of 
population makes it necessary. 

As a shipper, the automobile business 
is one of the railroads best customers. 
It ranks third among manufactured 
articles. We find petroleum and its 
products, which is to a large degree a 
part of the automobile business, is first. 
The table below indicates the situation: 


The manufacture of cars and trucks, 
together with all the workers in related 
employments, has a very considerable 
effect on labor demand. The extent of 
this demand may also best be indicated 
by the statistical method as shown in 
Table I on following page. 


In CONCLUSION 


How much the automobile is a result 
of, or creator of, general prosperity it is 
difficult to determine. It is, at any 
rate, interesting to note that the in- 
vestment by the public in motor ve- 
hicles has been accompanied in the 
past few years by a continual upward 
trend in various forms of savings. 
Assets of building and loan associations 
have tripled, life insurance is more 
than two and a half times as great, 
savings bank deposits are nearly dou- 
ble, total individual bank deposits are 


Moror Inpvusrry Tump Laraest RAIROAD SHIPPER or MANUFACTURED ARTICLES IN 1928 
(Figurse from Interstate Commerce Commission) 


CaRLOADS 


1 
2. Bar and sheet iron, structural iron, 

and iron pipe............06: 915,892 
8. Automobiles, trucks and parts....| 797,307 
å. Cement... ee Rath eaG ee sreo 552,987 
5. Brick and artificial stone........ 532,618 
6. Fertilizers (all kinds)....... .... $28,051 


. Refined petroleum and its products) 1,806,390 


CAELOADS 

7. Iron, pig and bloom ......... 309,145 

8 Castings, machinery and boilers| 290,800 

8. Chemicals and explosives. ..... 289,815 

10. Lime and plaster. ..... ...... 231,415 

11. Ice ...... auae oe dieti aW 198,052 
12. Agricultural implements and ve- 

hicles other than automobiles. .] 177,488 





The automobile, presumably, has 
not added to the actual amount of food 
purchased. It has, however, been 
seized upon by the farming element for 
its time-saving and social advantages. 
It enables the farmer to get to market 
more quickly, te have a wider range of 
markets, and to take advantage of the 
best prices. There are 4.500,000 cars 
and trucks owned by farmers. 

The degree to which the automobile 
industry has supplied a market for raw 

' materials is best indicated by Table I 
on following page. 


more than twice what they were in 
1918. 

In conclusion, may I revert to the 
initial statement that the automobile is 
a phase of transportation. I have not 
touched upon the subject of road 
development, financing and other mat- 
ters which are pertinent, but are being 
covered elsewhere in this volume. 

A scientific study of the automobile 
industry will, however, always take 
these factors into consideration. 

Here exists a vast and valuable 
field for economic research. 
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TABLE I—Raw Marmas Usep In Manvuracrurina Moror Veniciers Durma 1928* 





Amount Usaep mx Moror Vunticis 
MANUFACTURING AND Per Cant or 
Toran Propuction oy MATERIAL 


_——$<$<— a 
Iron and steel (tons) ........... cee cec ccc cnceveuenes 8,484,800 
Per cent of finished rolled steel and iron output used in 
mfg. cara and trucks... 1... ccc secs ccc ee eer eee vee 10 2% 
Copper (pounds)............6. ar 2s es aan tee Mace 121,949,150 
Percent cis cent nas eee oS As 9 3% 
Aluminum (pounds)...... .. Ge Cet, winters. “ab et ee 91,514,000 
Plate glass (square feet). . .. 2. oo, wi. Be ae 47,229,500 
Per cent .....-..06005 2. Se Wea Se awa oe 58% 
Upholstery leather cone feet) 60,000,000 
DOr CSR ee eaaa obs eea & EnD enS 69% 
Asbestos (fet) ae cacatonciias. Seeds. uo. PORNS aes 60,000,000 
Rubber (pounds). ........... 22.0055 kt plo canteen 4 547,468,544 
Per CON oes susan Shwe Ge. sae. tet Ao Ue . thes 80% 
Hair and padding (pounds). . eae eT any 40,870,000 
Lumber, hardwoods (board feet) . As han Beaten. 1,168,232,000 
Per COUE foi ho Set ky ble ie eek bg. PUKAL eat 14% 
Top and side curtain material {yarda}. ...  .. ......... $0,389,000 ~ 


pars ah wood, crating for railroad shipments and ex- 


EE EE or ace alee Val aera pica laces dv ave eG E bee sae aiee ie Be $00,121,000 
Upholstery cloth (yards). . Ga eres eh epee 19,086,000 
Lead (pounds)...............0 00000. ee S ae ae 185,349,000 

Per cent......... > 12% 
Pa (toni) secese ee eae a kee aa ah 7,800 

Per cent........... Rie Mee pA n wh, ah uate 10% 
Nickel (pounds)............. a te Sur Wa. ee Pea 6,275,000 
Paint and varnish (gallons) ... .. ch SO. E 14,304,500 
Imitation leather (square feet).... .  .. .... or aa. Sats 166,319,000 


* From Facts and Figures of the Automobile Industry, 1924. 
TABLE I—8,105,850 Parsons EMPLOYED IN tan AUTOMOBILE INDUSTRY" 






EMPLOYED DIRECTLY EMPLOYED INDIRECTLY 

Motor vehicle factory workers. . 318,100 | Iron and steel workers.......... 
Parts and accessory factory work- Copper, lead, tin, nickel and alum- 

Ce eee ee eee 800,000 inum workers.........00 2000. 
Tire factory worker3......... 114,750 | Railroad workers ........ ..... 
Motor vehicle dealers and sales- Plate glass workers.. ... 

MON ai se Sake A EIRA 181,000 | Tannery and leather ‘workers... 
Supplies, accessoriesand parts, deal- Woodworkers........... , 

ers and salesmen... ... . 185,000 | Upholstering cloth, top and side 
Garage employes ........ ... ; 110,000 curtain material workers .... 
Tire dealers and salesmen ...... 90,000 | Asbestos workers. ............. 
Repair shop employes.... .... $45,000 | Paint and varnish factory work- 
Professional chauffeurs.......... 470,000 OPS. oases atesee veues ik 
Professional truck drivers ....... 750,000 | Coal miners...............60. 
Gasoline refinery and oil workers. 60,000 
Automobile financing and insur- Total indirectly employed .. 

ANCES Haas ee Ge, SEES 

Total directly employed. . 2,879,850 Grand Total..........0 54. .| 8,105,850 





The figures for the various industries are based on the per cent of total output of product consumed 
by automobile industry. No estimates attempted for the number of people working on curled-hair 
and other forms of padding, road construction work, manufacturing of machine tools and other pro- 
duction equipment, extension of automobile plants, etc. 

* From Facts and Figures of the Automobile Industry, 1024. 
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The Automobile and Allied Trades and Industries 


By Aurrep H. SWAYNE 


Vice-President, General Motors’ Corporation; Director, National Automobile 
Chamber of Commerce 


N the short space of tro decades, 
the automobile has developed new 
world markets for practically all of the 
basic raw materials entering into trade 
and commerce. 

So far-flung are the trade relations of 
the motor vehicle industry taat only an 
exhaustive research would reveal all of 
them. One could set forth on a jour- 
ney from Detroit——visiting «ll the prin- 
cipal ports and manufactur ng centers 
of the world—and find in eech its con- 
tribution toward meeting the universal 
demand for individual transportation. 
Rubber from India, Sumatra, Ceylon, 
Java and the Malay Peninsula; cotton 
from the banks of the Nile; aluminum 
from the bauxite ores of France, Ger- 
many, Dutch Guinea, and aluminum 
metal from France, Norway, Eng- 
land, Switzerland and Canada; and 
copper from Mexico and Chile but 
serve to illustrate the automobile’s 
widespread participation in world com- 
merce, 


Acriviries INCIDENT TO Motor’s 
ADVENT 


The direct influence of the industry 
is shown by the fact that in 1923, 
twenty-nine states of tbe Union 
and the District of Columbia had 
a part in motor vehicle msnufactur- 
ing. 

Three hundred and fifty-one fac- 
tories are reported—Michigan heading 
the list with fifty-four of then. 

More than $18,000 wage-earners 
were directly employed in the manu- 
facture of vehicles in 1923, and indi- 


rectly 8,105,000 wage-earners received 
some of the automobile manufacturing 
dollars which went into circulation in 
payment for men and materials. 

Production of motor cars and trucks 
reached a total wholesale value exceed- 
ing two billion dollars, a transporta- 
tion investment of great economic 
importance. 

Almost as great in extent are those 
industries and activities arising from 
the development and use of the motor 
vehicle. First among these is the 
nation’s highway-building program. 
Since the early days of this new trans- 
portation there has been an incessant 
and ever-increasing demand for better 
roads on which to operate the automo- 
bile. Each year has seen a rise in the 
magnitude of road-building operations, 
threatening to rival in scale the auto- 
mobile industry itself. Somehow never 
able to keep pace with the demand, the 
present cost of our national program of 
construction and maintenance for rural 
highways amounts to approximately 
$1,000,000,000 a year. 

Borne on the crest of this wave, the 
road machinery industry has had a 
tremendous impetus since the war, 
when we settled down to road con- 
struction in earnest. Half the asphalt 
and 20 per cent of the country’s cement 
output are today going into the high- 
ways. 

Many states have a highway plant 
with the number of employes running 
into five figures and annual financial 
programs of many millions. This 
activity is adding not alone to the 
prosperity of the state or locality 


10 Tun ANNALS OF THE American ACADEMY 


directly engaged in the work, but to 
that of the entire nation. 

In the transportation field, the auto- 
mobile industry is the third best manu- 
facturing customer of the railroads, 
closely allied industries occupying first 
and second place. 

The waterways took 80,000 cars on 
the way to their destination. More 
than #142,000,000 was derived by the 
rail lines in revenue from the transpor- 
tation of the completed vehicles, not to 
mention the coal used in their manu- 
facture, the movement of parts and 
raw material such ds lumber and steel, 
and machinery. Shipping all these 
passenger cars and trucks at one time 
in 100 car trains would have taken 
6,500 miles of track. It would have 
made up two trains passing through 
Chicago and reaching the four corners 
of the country. The engine of the 
first train would be in Seattle, Washing- 
ton, at the time the caboose was leaving 
Jacksonville, Florida, while the engine 
of the other train would be in Boston at 
the time the caboose was leaving Los 
Angeles, California. 

First on the railroad’s list of cus- 
tomers among manufacturers are re- 
fined petroleum and its products. Of 
the 6,685,085,280 gallons of gasoline 
consumed in the United States during 
last year, 85 per cent was used in motor 
cars and trucks, every vehicle running 
using an average of more than 1j gal- 
lons a day or an average of 450 gallons 
for the year. 

Second on the list are the steel and 
iron people. More than 10 per cent of 
their products are utilized in the pro- 
duction of motor vehicles, either in 
construction of the car itself or in parts 


and accessories utilized later on. W. 


C. Hirsch, writing in Automotive In- 
dustries, predicts that new motor 
ear and replacement requirements 
will equal, if not exceed, the de- 


mand of the railroads on the steel, 
industry for passenger and freight car | 
materials. ? 

Paralleling, of necessity, the growth `, 
of motor vehicle manufacturing has 
been the growth of the tire industry, 
now utilizing 80 per cent of the ; 
country’s crude rubber supply. New ^ 
sources nearer fabrication are being 
sought and governmental surveys as 
to production possibilities are being 
made. 

According to the 1923 survey of 
manufactures of the Bureau of the 
Census, 160 establishments are en- 
gaged in the manufacture of tires and 
inner tubes, while a total of 528 are 
engaged in the manufacture of rubbers”. 
products. Ohio leads the list with 105 
of these factories, closely followed by 
Massachusetts and New Jersey and 26 
other states scattered from the Atlantic 
to the Pacific. In 1923 nearly 100,- 
000 persons were directly employed by 
these 160 plants. 

Coal miners came in for a share of 
the automobile dollars when they. 
mined the 1,478,261 tons of coal used in 
the manufacture of tires, and in the 
mining of another million and three- 
quarters tons consumed by the automo- , 
bile factories. =N 

Along in 1920, closed automobiles 
came very largely into favor and, as a 
result, the plate glass industry felt a 
tremendous urge to increased produc- 
tion. Today 58 per cent of its 
output goes into windshields and 
into the manufacture of closed cars, 
which are now exceeding 85 per 
cent of the total of cars pro- 
duced. 

Mexico and Chile, our neighbors to 
the south, as well as Arizona and Col- 
orado nearer home, send us copper, 
more than 9 per cent of which goes into 
the finished vehicles, along with 91,- 
000,000 pounds of aluminum, some of *' 





\ 
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which crosses the ocean from France, 
Germany and Dutch Guinea. 

The Joplin district of Missouri fur- 
nishes zinc and lead for batteries and 
similar uses, which took 12 per cent of 
the supply. 

The slaughtering and meat pack- 
ing ‘industry sells 69 per cent of the 
upholstery leather supply to motor 
manufacturers, who also use 166,000,- 
000 square feet of imitation leather; 
in addition, 19,000,000 yards of up- 
holstery cloth and 20,000 tons of hair 
and padding enhance the facility of 
riding comfort. 

Paint and varnish to the extent 
of 14,000,000 gallons adds to the 
attractiveness and durability of the 
vehicles and to milady’s pride in her 
car. 

Asbestos from Canada is turned 
by American factories into brake 
linings for motor cars and motor 
trucks. 

Hardwood lumber from the North- 
west for floor boards, bodies, wheels 
and other uses took up 14 per cent of 
this supply, while nearly a third as 
much soft wood lumber is utilized for 
crating railroad shipments and for 
export. 


-~ Three thousand tons of nickel em- 


bellishes the radiators, lights and horns, 
while 10 per cent of the country’s 
tin supply is bought by the automobile 
makers. 

A separate function in itself, the dis- 
tribution and servicing of the 15,500,- 
000 motor vehicles now in operation, 
has brought into existence an ever-in- 
creasing number of establishments 
which cater to the convenience and 
comfort of the motor vehicle user. 
Nearly 90,000 of these places of busi- 
ness are in operation in the United 
States and 2,500 in Canada. 

The Chilton Trade Directory List, as 


of September, 1923, shows the followin 
classification with considerable natur: 
duplication of functions: 


Charging stations. EN 4,5: 
Exclusive passenger car dealers: rere 19,2 
Garages... os ost gation feat . 52,5! 
Repair shops and service stations... 69,6! 
Suppli, se Ghia see wes ey anes 68,0: 
Exclusive truck dealers.. . ......... 2,4 
Passenger car and truck dealers.... . 28,5 
Ford dealers... anu cece cece eeeee 10,4 


The multiplicity of functions « 
many of these accounts for large ind 
vidual groupings; yet the total is smal 
er by reason of the fact that a sing 
garage or service station may rend 
several types of service. 

Not all the gasoline is consumed | 
privately-owned passenger cars ar 
trucks, More than 80,000 taxical 
travel from 60,000,000 to 70,000 
000 miles a year, constituting qui 
an industry by themselves. 

Then there are the terminal mot 
truck companies; the bus compani 
like the Fifth Avenue Bus Compan: 
the Detroit Motor Bus Company, ar 
thousands of independent bus lin 
operated in all parts of the countr 
The busses and trucks operated by t] 
trolleys, steam railroads and waterwa; 
are contributing both to the upbuildiz 
of national transportation and to tl 
growth of the oil industry. 

Calling the roll state by state, eac 
responds with its part in the indust: 
from New England’s textiles to Pen: 
sylvania’s coal; Colorado and Arizo1 
with copper; Missouri with zinc ar 
lead; the Northwest with lumber ar 
the South with cotton, each importa: 
to the making of the vehicle. At tl 
same time, each plays an importa: 
rôle in the distribution and utilizatic 
of the finished product. 

If we trace the influence of the indu 
try still further, we will find it an indi 
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pensable part of the retail field. To 
its line of purchases the drygoods store 
now adds motoring accessories, sport 
clothes, blankets and other apparel 
necessary to passenger car use. Hard- 
ware stores carry flash lights and tools. 
Banks issue special checks for tourists. 
Hotels find a new and profitable busi- 
ness in the motor traveler. The farmer 
sets up wayside markets to reach the 
city dweller. A parts and accessory 
business with a turnover in excess of a 
billion and three quarters enters into 
the reckoning. And so on through 
the entire list of trades and occupa- 
tions. 

Then too, great additional stimulus 


has arisen from the search for substi- 
tutes; for new sources of raw materials; 
in the refinement of methods and de- 
velopment of by-products. A partic- 
ularly noticeable instance is gasoline 
which was formerly the by-product of 
petroleum, while kerosene was the 
mainstay. ‘The motor vehicle reversed 
their positions, and built a far greater 
industry out of the formerly unimpor- 
tant product. Countless similar situa- 
tions might be added by a detailed and 
careful analysis, all weaving closer 
and closer the vital and mutually 
advantageous relationship of the auto- 
mobile and allied trades and indus- 
tries. 


The Automobile and American Agriculture 


By Jonn M. McKrEr 
Deputy Secretary of Agriculture, Commonwealth of Pennsylvania 


HE number of motor vehicles on 

the 6,500,000 farms in the United 
States is estimated at 4,200,000 auto- 
mobiles, $70,000 trucks, and 450,000 
tractors.: This stupendous total of 
potential power for transportation to 
market, to church or to school, as well 
as for other work and for recreation, 
has been almost wholly developed 
within the last fifteen years and chiefly 
during the last decade. In fact, the 
number of automobiles and trucks has 
doubled since 1919. Approximately one- 
third of all automobiles in the United 
States are now owned by farmers. 


Moror Venictes REVOLUTIONIZE 
TRANSPORTATION 


In this short period of time the 
method of travel and hauling, which 


1 Estimate by U.S. Department of Agriculture, 
Bureau of Public Roads. 


had obtained for many decades (by 
horse and buggy or wagon chiefly), 
has been completely revolutionized. 
There has not yet been time to adjust 
our social, religious, educational or 
economic institutions and agencies to 
this new era in motive power, which 
breaks down all the old barriers of 
time and distance against which the 
farmer has struggled. While our 
social and economic institutions are in 
this stage of adjustment, it is difficult 
to evaluate the significance of motor 
vehicles in agriculture. An inquiry to 
agricultural colleges and state depart- 
ments of agriculture brought forth very 
few definite facts as to the effects of the 
automobile upon agriculture. All see 
a great transformation taking place, 
but it has not yet been possible to more 
than speculate as to results. 

The fact that approximately 7 per 
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cent of farms have tractors, 6 per cent 
; trucks and 65 per cent automobiles, 
is significant and is an indication of the 
, dominant motive back of the purchase 
"of cars by farmers. 


Farm Home AnD Communtiry Lire 
ENRICHED BY AUTOMOBILE 


An eminent agricultural leader has 
wisely said, “The chief function of the 
farmisasahome.” Itistothe making 
of this home more enjoyable and more 
worth while that the automobile owes 
its greatest popularity and takes its 
place in the front rank as a contributor 
to the farm home, better communities 
and a more sound social and economic 
` structure. 


While American farm life has had 
much that is good and has contributed 
richly to its people, yet it has been 
grievously handicapped in many ways 
by the limitations of time and distance, 
growing out of its restricted transpor- 
tation for decades previous to the ad- 
vent of the automobile. 

One needs to have lived in the open 
country to appreciate the change from 
the old to the new conditions. For- 
merly, the marketing of eggs and butter 


_2rand the purchasing of household neces- 


sities was commonly done at the near- 
est country store, regardless of the 
possible low prices offered for farm 
produce or the poor assortment from 
which to purchase household needs. 
A trip to the courty seat was a rarity 
occasioned by the need to pay taxes 
or outfit the children for school. A 
journey to a nearby county to inspect 
improved farm methods, to attend a 
sale of pure bred livestock or to enjoy 
recreational opportunities was only 
for a limited number. Social contacts 
were few and commonly limited within 
a radius of a few miles; the educational 
facilities were meager and the oppor- 
tunity to bargain in the sale of farm 


products or the purchase of supplies 
was almost absent. All this has been 
revolutionized by motor vehicles. 

Trips which formerly required a 
period of several hours, ofttimes ac- 
companied by exposure to rain or 
storm, are now made in a much shorter 
period, in comfort and in cleanliness, 
protected from the weather. ‘This ease 
and comfort in travel is a leaven that 
is already working fundamental social 
and economic changes, which will be 
reflected in the life of the family, the 
community, the church, school, grange 
and business centers. ‘ 

Freedom from the limitations of 
time and distance, which the auto- 
mobile has brought to the farm family, 
will probably play a greater part than 
any other single factor in making for 
a satisfied farm family. True it is that 
it makes the city or town readily ac- 
cessible to those who do not like the 
farm. It is well that such should have 
an opportunity to follow other voca- 
tions. This will mean that those who 
remain are there because they have 
seen other conditions and have decided 
in favor of the farm, in which the farm 
home and farm work are so inseparable. 
It is bringing within easy reach of the 
homes the best that the city has to 
offer in the way of entertainment, 
educational opportunity, shopping fa- 
cilities, etc., without losing the many 
good things of the farm. Coupled with 
this greater freedom and a satisfied 
state of mind goes a better health 
service, both in the form of timeliness 
of the treatment and the accessibility 
of specialists in different lines. Better 
farming is inevitable from the ease 
with which the family may go out and 
see improved methods in farm opera- 
tion or the results of improved live- 
stock in their own or neighboring 
counties. Religious and social sides 
of farm life also take on a brighter view. 

This reduction in time and distance 
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for travel inevitably means larger 
centers for community activity. It is 
going to challenge the attention of the 
rural leaders of our religious, educa- 
tional and social institutions to find the 


best methods by which to adjust their _ 


primary group, such as the church, 
school or grange, serving the smaller 
community, to this new condition. 
Formerly the grange provided that the 
subordinate granges should not be 
closer than two miles to one another. 
While there was no provision as to the 
distance of schools and churches, it is 
common knowledge that in the more 
densely populated sections they are 
found based on the distance that the 
child can walk to school or Sunday 
school. It seems inevitable that such 
institutions must adjust themselves 
on a basis of larger centers.’ 

Rural life studies have shown that 
every community should recognize six 
essential services to be made available 
to its people. These are: the economic, 
including merchandising, marketing 
and financing; educational; religious; 
social; communication; and organiza- 
tion.? 

The automobile and truck are cer- 
tainly contributing greatly to the 
creation of centers large enough to 
provide all of these services. 


AUTOMOBILE A FARM BUSINESS Asser 


Most discussion on motor vehicles 
thus far has dealt with their economic 
importance. All phases of life on the 
farm are so intimately associated that 
it is difficult to isolate any one feature. 
While not its greatest contribution to 
farm life, there is no question but that 
the automobile renders a real economic 
Service. 

That reducing the time and ežtend- 
ing the scope of travel results in a 


2 “Geryice Relations to Town and Country.” 
Research Bulletin No. 58. University of Wis- 
consin. 


greater outlet for farm products is 
commonly found. The farmer is meet- 
ing more people, knows the markets 
and prices better and is therefore in 
position to sell to greater advantage. 
The same advantages hold true in the 
purchase of farm supplies, implements, 
repairs, etc., in the way of gaining 
lower prices, having a greater selection 
from which to choose and securing 
emergency repairs quickly. 

The farmer is learning how to take 
advantage of the services of his bank. 
He meets his banker oftener and 
counsels with him on business problems 
and investments. In the past, farmers 
constituted one of the best fields for 
fake schemes, with the result that they, 
have been fleeced out of life-time 
savings. 

With the scarcity of farm labor and 
high prices, the saving of time is in- 
creasingly important. Ofttimes the 
wife or daughter finds it pleasant to 
run into town to take care of errands, 
saving the time of the man and break- 
ing the monotony of the strenuous work 
in the farm household. Estimates of 
the average annual cost of operating 
farm automobiles range from $200 to 
$300, of which from $50 to 8100 a year 
should be charged to pleasure and the 
balance directly to farm business. 
This charge is not particularly high 
when one considers that the majority 
of the farm automobiles are touring 
cars, five passenger or larger, being 
equivalent to a two-horse conveyance. 
They have in a great many cases re- 
placed the driving horse, so that the 
expense of the car is not all additional 
cost. A portion of this, if the car were 
not owned, would be expended on the 
keep of horses. The horse, of course, 
would be consuming the farmer’s own 
product (the grain or hay which he 
grows), whereas the car requires a cash 
purchase. In most cases the farmer 
will arrange to feed his hay and grain 
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to some: other livestock which will 
probably make him a better return 
than the driving horse. There is no 
doubt that the use of motive power 
vehicles has tremendously reduced the 
demand that otherwise would have 
existed for farm grains and roughage. 
This is being overcome by a greater 
expansion of other lines of the livestock 
industry to profitably consume the 
feed of the replaced horse. 


VALUE AND UsE or Truck 


Only about 6 per cent of the farms 
have trucks, but this does not represent 
the extent to which the truck is of 
service to the farmer. There is a very 
extensive development of truck routes 
not owned by farmers, but which con- 
duct a commercial hauling service. 
One large dairy organization reports 250 
truck routes in operation, the majority 
of which take the milk direct from the 
farm or from a nearby loading plat- 
form. 

Farms using trucks are usually the 
larger ones, those more removed from 
markets, particularly truck farms. 
Studies indicate that the distance to 
market is on an average of eight miles 
for all farms, twelve miles for truck 


~farms, and six miles for deiry farms.’ 


Preference for the one-ton truck far 
exceeds all others, amounting to 60 per 
cent of all. The trend is for larger 
trucks, those above one ton rather than 
less than one ton. 

Time required for hauling over differ- 
ent distances by the trucx has been 
found to be about one-third of that re- 
quired by wagon, the variation being 
somewhat greater as length of trips 
increases. 

To this time-saving feature 90 per 
cent of the farmers attribute the chief 


3U. S. Department of Agrictlture Bulletin 
1201—Motor Trucks on Eastern Farms. 

U. S. Department of Agriculture Bulletin 
1814—Motor Trucks on Corn Belt Farms. 


value of the truck. This may also 
apply to the saving of hired help (78 
per cent reported a saving in number of 
hired help required), and also a reduc- 
tion in the number of horses, particu- 
larly on the larger farms. Of the truck 
operators, 42 per cent reported reduc- 
tion in number of horses, amounting 
to approximately one horse per truck. 

The estimated annual cost of operat- 
ing farm trucks, exclusive of deprecia- 
tion, is $244 for 1920 and $155 for 
1928.4 

Probably no single farm operation 
uses the truck so extensively as the 
hauling of milk. This is because trucks 
operate every day over definite routes. 
Reports from leading dairy states 
indicate that the amount of milk de- 
livered by automobile truck to receiv- 
ing stations or distributors ranges from 
20 to 95 per cent, averaging around 75 
per cent. Milk was delivered to re- 
ceiving stations or to distributors by 
motor truck to the following cities in 
the per cent shown: 


Per cent 
Baltimore..........0ccercece coves 45 
Philadelphias.. 2.0.0.0... cee eens 20 
Cincinnati.. 4) ciwiea » xsdhckeaieies 97 
Detroit. eet tod: Bove ees ao 88 
Milwaukee...........0c ccc cece ees 87 


(each) cantori eno eee eS 


The rate is usually about the same 
as that of the railroad, running from 
114 cents to 8 cents per gallon, usually 
in ten-gallon cans. The routes com- 
monly run from twenty to forty-five 
miles in length, with many extending 
a greater distance. Of course the 
trucks of larger capacity are used on 
larger routes. Loads of 100 ten-gallon 
cans are common. In most cases the 
trucks operate throughout the entire 


1U. S. Department of Agriculture. Bureau 
of Public Roads. 

U. S. Department of Agriculture. Bureau 
of Public Roads, 
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year. The return of the empty milk 
cans is included in the per gallon 
charge, 

As the methods of handling milk are 
being perfected, it is found that fewer 
cans are required and the loss of cans 
per year is decidedly less by truck. 
A recent development is that of the 
glass-lined tank truck on a three to 
five ‘ton chassis. These are used for 
transportation between the receiving 
station and the distributing center and 
are not being used for collection from 
farm to farm as yet. 

In addition to the feature of actually 
transporting the milk, the truck opens 
up a new territory within a radius of 
fifty to seventy-five miles of consuming 
centers and offers to the farmers thus 
served a ready market for a major farm 
enterprise. 

The quantity of farm products being 
transported to the market or receiving 
station is surprisingly large. Reports 
from twenty-four states indicate that 
milk, butter, eggs, fruit, potatoes and 
hogs are being delivered in quantities 
ranging from 10 to 95 per cent. 

Connecticut reports an estimate of 
90 per cent of all farm products being 
delivered by truck, and California, 
75 per cent. 

The truck has increased in impor- 
tance as a carrier of livestock within a 
range of seventy-five miles of market 
centers. One day one-ninth of all 
the sheep arriving at the Kansas City 
yards came by auto truck. The truck 
has won particular favor as a medium 
for transporting hogs. This is done 
with less loss of animals and eliminates 
cartage or hauling to shipping stations 
and permits the shipping of less than 
carload lots when hogs are in prime 
market condition. Within a fifty- 
mile zone around Indianapolis, 90 per 
cent of the hogs are hauled by truck.’ 


t Robert E. Browne. U. S. Bureau of Public 
Roads. August, 1924, issue of Public Roads. 
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The return trip carries chiefly four 
kinds of loads: (1) Feeder animals for 


the farms; (2) Farm supplies, feed, i 


fertilizer, etc.; (8) Merchandise; (4) 


Manure. 


Morre Power Repuces Locan 
TRANSPORTATION Costs 


Studies by the Bureau of Crop Estimates 
of the Department of Agriculture in 1918 
show that the estimated cost for hauling 
in wagons from farms to shipping points 
averaged about 80 cents per ton mile for 
wheat, 33 cents for corn, and 48 cents for 
cotton;. for hauling in motor trucks or by 
tractors the averages are 15 cents for wheat 
and corn and 18 cents per ton mile for 
cotton. While most of this hauling is done 
by the farmers themselves, the costs are 
based largely upon the usual charge in the 
various counties for hiring vehicles by the 
day. 

The second report shows that 83 per cent 
of those who answered the Department’s 
questionnaire had changed from a poorer 
to a better market as the result of truck 
purchase, with an increase in the average 
distance to market from eight miles before 
the change to sixteen miles afterwards. 
Before the purchase, 78 per cent were using 
markets less than 10 miles distant; now 64 
per cent go to markets ten miles or more 
from their farms and about one-fourth go 
to markets more than twenty miles away. 
Incidentally, it is interesting to note that 
92 per cent of those who were using trucks 
in 1919 still use them, and of the remainder 
half have purchased new trucks to replace 
the old.” 

The cost of local transportation, 
getting products to the assembling 
station or nearby consumers, has been 
out of all proportion to long haul costs 
in the past. Government studies have 
shown that local transportation ab- 
sorbed more than 5 per cent of the total 
value of goods transported, while the 
long haul of the railroads amounted to 
about 6 per cent. The automobile 


TA. J. Brosseau, National Automobile Cham- . 


ber of Commerce Publication entitled, “High- 
way Transportation and the Farmer.” 
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or the truck offers a means of reducing 
these haul costs. 


Truck SERVICE TIMELY 


With many farm products the ques- 
tion of timeliness is fully as important 
as the rate charges and in this field the 
truck is preéminent for hauls up to 100 
miles. This feature applies to a great 
majority of farm products, such as 
livestock, preventing shrinkage and 
loss by death; such as milk, making it 
possible to maintein the right tempera- 
ture which results in high quality; and 
such as vegetables, making it possible 
to get to the market with the produce 
fresh and at a favorable time for sale. 

In every case the delivery tme by truck 
was less than by rail. Where a carload or 
less than a carload shipment took twenty- 
eight hours by rail to Springfield, forty-four 
miles away, a three-and-one-balf-ton truck 
did the job in four hours and a smaller 
truck more quickly. The distance to 
Boston (112 miles) was covered in twelve 
hours by a three-and-one-helf-ton truck, 
sixteen hours by « five-ton truck and re- 


quired thirty-two or fifty hours by rail de- 


pending upon the class of shipment. 


Probably most farmers will be 
benefited by the service cf the motor 
route coming by their door, taking their 
products, and delivering them to 
markets or shipping points, so that the 
farmer is left free to remain on the farm 
and direct operations there; for he is 
essentially a producer rather than a 
transporter or marketer. This service 
will result in more farm products being 
produced and much being marketed 
that in the past has been largely per- 
mitted to go to waste. In the end both 
the consumer and farmer will be bene- 
fited by the service this intermediate 
agent in transpcrtation can render. 


MIGRATION TO Crry CHECKED 


Much has been written about the 
danger of migration from the farm. 
This movement has had two impelling 
motives: First, an economic one, 
reflecting the disparity in returns be- 
tween farm work and industrial Jabor; 
second, the dissatisfaction coming from 
the limitations of farm life. While the 
rewards of the farmer are not all 
measured on an economic scale, ade- 
quate financial return is essential in 
order that the farm may favorably 
fill its chief function as a home. This 
return is necessary in order to provide 
modern conveniences for a satisfactory 
standard of living. There remains to 
be supplied, however, the social, cul- 
tural and religious opportunities of 
life, which have taken many from the 
farm. In addition to its economic con- 
tribution, the automobile brings the 
few remaining attractions of the city 
within such easy reach of the farm 
family that all incentive to migrate 
city-ward will soon be gone. 

Given a reasonably fair economic 
equilibrium between the income on the 
farm and in the city, it can safely be 
predicted that the automobile with 
improved roads will place the farm 
family, located in the open country 
in the midst of a heritage of broad acres 
and surrounded by improved crops 
and livestock, in an enviable position. 
Those remaining on the farm will 
be there because they realize that this 
is where they can live the most com- 
plete and satisfactory life. This feeling 
comes largely because the automobile 
brings freedom of travel and a reduc- 
tion of time and distance which are 
impcrtant factors in making farm life 
more worth while. 


The Motor’s Part in Public Health 


By Jonn C. Lona 
Manager, Educational Department, National Automobile Chamber of Commerce 


ONCE DE LEON tried to find 

the fountain of youth; and thus 
established himself as perhaps the 
most quixotic man in history. 

The Greeks consulted oracles, Mac- 
beth placed himself in the hands of 
witches, and the modern business man 
gazes hopefully upon charts and statis- 
tics. 

All this is a preface to saying that no 
panacea is complete and that most 
silver linings have their dark clouds. 

Accordingly, the statement that the 
automobile is a great contribution to 
public health, while true, is subject to 
limitations. 

While setting forth here some of the 
ways in which the motor vehicle has 
contributed to physical well-being, it 
is pertinent to note that the advent of 
the car is simply one of the many phe- 
nomena that have been working in that 
direction. 

It may be assumed that the reader is 
somewhat familiar with the progress of 
modern sanitation and with health 
education. He will not, then, make the 
mistake of thinking that this paper is 
presenting the automobile as a cure-all. 
It is not a panacea, but a tonic, nor 
is it the kind of tonic which leaves a 
bad taste the morning after, unless 
taken in excessive doses. 

Perhaps, however, it is well to list 
the harmful effects first. One must 
note the tragic record of automobile 
fatalities and injuries, amounting to 
16,000 of the former and several hun- 
dred thousand of the latter during the 
past year. This is a serious hazard 
which must be dealt with. What can 
be done to meet this situation is dis- 
cussed elsewhere in this volume. ‘The 
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most. hopeful aspect of the case is that 
these disasters very largely can be 
prevented. 

It is also possible that the prevalence 
of automobiles has been responsible 
for some decline in walking as well as 
in bicycle riding. Where this decline 
has not been replaced by other forms 
of exercise, it is probable that one 
should check up a loss in public health. 


GROWTH or Ovrnoor MOVEMENT 


But the tendency toward outdoor 
recreation has’ been very marked. 
The present extent of golf playing 
would be impossible without the auto- 
mobile. It is true that this sport is 
chiefly available to those in the higher 
income ranges, but it nevertheless 
effects a large number of persons. 

More democratic is the development 
of motor camping, which has become 
a national pastime. 

Our National Parks were visited by 
29,000 motorists in 1916- and by 
271,000 in 1928. In the National 
Forests during 1923 there were 8,975,- 
000 motor tourists, which was two and 
one-half times the number in the pre- 
ceding year. 

Virtually every town west of the 
Alleghenies has its camp site, which is 
visited by hundreds, sometimes by 
thousands, of tourists every year. 

This new national pastime of camp- 
ing has given literally millions of 
families the beneficial experience of 
sleeping in the open air. The physical 
effort of pitching a tent, packing the 
gear, preparing the camp meals and 
doing the camp laundry is considerable, 
as anyone who has tried it knows. In 
these chores also may be found, for 


Pett g 
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many, a psychological benefit. Mod- 
ern civilization with its steam heat, 
steam laundries and other automatic 
devices has so organized the details of 
existence that the physical labor of the 
bulk of mankind has been minimized. 
The very difficulties of camping may 
account for some of its popularity. 


BENEFITS FROM Drivinae 


While a very large percentage of the 
motorists are modern Daniel Boones, 
it should likewise be said that the 
family which uses its car only for 
neighborhood tours also finds it an 
instrument for health. The very act 
of driving is considered by physicians 
to be beneficial. U.S. Senator Royal 
S. Copeland, former Health Commis- 
sioner of New York City, has this to 
say on the subject: 


Of course motoring besto-vs its greatest 
benefits on the person who drives the car. 
Not only does the driver get the full benefit 
of open road and fresh air, but he gets 
actual physical exercise in a form best 
calculated to repair the damages wrought 
by our modern existence. The slight 
physical effort needed in mcving tke steer- 
ing wheel reacts on the muscles of tae arms 
and abdomen. Most of us get enough 
exercise in the walking necessary, even to 
the most confined life, to keep the leg 
muscles fairly fit. It is from the waist 
upward that flabbiness usually sets in. 
The slight, but purposeful efort demanded 
in swinging the steering wheel, reacts 
exactly where we need it most. Frankly 
I believe that steering a mctor car is actu- 
ally better exercise than walking, because 
it does react on the parts of the beady least 
used in the ordinary man’s routine exist- 
ence. 


It is true that one occasionally meets 
a modern Thoreau who laments the 
motorization of our higkways and the 
conquest of the wilderness by the 
populace. For him ore must have 
sympathy and recognize considerable 
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justice in his plaint, but in terms of 
mass recreation, bringing the millions 
into contact with the outdoors, credit 
must be given largely to the auto- 
mobile. 


BETTER AND PROMPTER MEDICAL 
TREATMENT 


This health-building preventive as- 
pect of the situation is the particularly 
encouraging side of the picture. 

But the automobile is likewise prov- 
ing an effective aid in the field of 
medical relief. Pennsylvania, for in- 
stance, has an inspector who drives 
about the state inspecting the water 
of roadside streams. 

North Carolina has ninety public 
health officials, most of whom cover 
their territory by means of motor 
transportation. 

The number of physicians in the 
country has declined in the past ten 
years despite the growth of population, 
as noted by the following figures from 
the U. S. Bureau of the Census: — 


1910.... 151,132 physicians 
1920 ... 150,007? H 
Considered in ratio to population the 
figures are these: 

1910........ 1 physician to 
608.5 persons 

1920... 1 physician to 
704.7 persons 


To say that this reduction in the 
number of doctors may be accounted 
for by the time-saving factor of the 
automobile will meet with a challenge; 
and yet it can be in considerable meas- 
ure sustained. It is true that more 
effective sanitation may have reduced 
the need for the doctor’s aid. It is also 

2 The ownership of automobiles by physicians 
is virtually universal, though there are a few 
exceptions among those doing chiefly office 
practice. Based on questionnaires and checking 
of registration lists, the National Automobile 


Chamber of Commerce estimates that 144,000 
cars are owned by doctors. 
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possible, as some assert, that the 
financial rewards of the doctor today, 
considering the difference in the pur- 
chasing power of the dollar, are not as 
attractive as they used to be. Also, 
higher educational requirements are 
sometimes given as a leading reason 
for the limitation in the number of 
physicians. 


On this last point, the automobile ` 


has probably had a noteworthy effect. 
The individual is not dependent upon 
the service of his neighborhood physi- 
cian. If the country doctor does not 
keep abreast of the times, the farmer 
clientele can drive into town. The 
opportunity of the public to choose, 
made possible by the wider range of 
transportation, tends to keep the 
standards high. 

But whatever may be the dominant 
cause in the reduction of the number 
of physicians, certain it is that the 
doctor’s life has been made more 
efficient and more agreeable by the 
introduction of the automobile. 


Waar 2,288 THINK Azsout It 


The National Automobile Chamber 
of Commerce some months ago sent a 
questionnaire to 10,000 doctors, asking 
them whether they owned automobiles 
and to what degree motor travel had 
contributed to their efficiency. There 
were 2,286 replies. Virtually all of 
these were possessors of motor cars. 
A few, less than fifty in all, stated that 
they used their vehicles for recreation 
only, as their work was confined to 
office practice. Some of these noted 
that their large office practice was 
possible because of the large radius of 
motor travel. 

More than a fifth stated that their 
efficiency was doubled, a similar num- 
ber noted a 50 per cent gain and 5 
per cent stated that their effectiveness 
was trebled through the use of motor 
transportation. 
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Nearly all noted that motor travel 
was a great help to them in their work. 
The burden of the replies can best be 
illustrated by four or five quotations :— 


Draw your own conclusions as to the in- 
crease in efficiency of a country doctor, as 
to percentage it is as the German mark to 
the U. S. dollar at present.—Forest Grove, 
Oregon. 

Without car would be confined to a 
small territory. Now can see patients in 
any part of the city or in surrounding 
country.—Portland, Oregon. - 

Do twice the work in half the time.— 
Mine La Motte, Missouri. 

Affords:, (1) Prompter service; (2) Op- 
portunity to get out to attend medical 
clinics and societies; (8) Get in touch with 


modern advance in medicine; (4) Enlarges i 
one’s ability to help neighboring physician: 


during his absence.—Fernville, Michigan. 
Spend more time at house and office, 
volume of practice has not increased.— 
Troy, Texas. 
It would seem impossible to practice 
medicine in this day without an automo- 
bile.—-Lincoln, Nebraska. 


Questionnaires, to be sure, have their 
quagmires. One does not know how 
much care has entered into the replies. 
A personal instance is often more con- 
vincing. 

The writer has a friend who is a 
doctor in a Connecticut farming com- 
munity. Without preliminary discus- 
sion of the subject, he asked the 
physician to describe the difference be- 
tween the profession of doctoring by 
motor travel as compared with the 
horse and buggy days. Here is the 
doctor’s comment: 


There were two doctors when I came here. 
At times there have been three. But now 
that I have an automobile I can readily 
cover the region. 

But the strange part of it is that I have 
fewer calls to make on the same people. 
The fact is that the automobile and the 
telephone have set people's minds at rest. 
They don’t send for me in the middle of 
the night the way they used to. H it is 
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only a slight matter they wait until morn- 
ing. H a little more serious, they tele- 
, phone. Only in emergencies do they ask 
' me to come to the house at night. In the 
` past they wanted me to come enyway, in 
case there might be critical developments; 
but now they know I can get there in no 
time if needed, and they do not worry. 


As one glances around in tis present 
age, one finds that Ponce de Leon was 
perhaps not so foolish after al. Grand- 
mothers refuse to sit by the fireside. 
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Men take pride in being vigorous and 
active until the final roll call. 

This is a subject which deals with 
habits, customs, family life and the 
temperament of a people. It cannot be 
carefully measured with calipers. The 
automobile, in short, is a participant 
in, to some degree a creator of, this 
travel-eager country, this modern 
spirit desirous of movement and ad- 
venture, which is typical of health and 
youth. 


The Automobile and the Pioneer 


By WLM Josera SHowaLreR, Sc.D. 
Assistant Editor, National Geographic Magazine 


HE automobile has extended, to a 
striking degree, the territories over 


which civilized men holds dominion. 

One needs only recall the work of the 
French in establishing mctor routes 
over hitherto uncrossed areas of the 
Sahara Desert, or the success of Dr. 
Roy Chapman Andrews in using auto- 
mobiles in exploring the hezrt of Inner 
Mongolia, to realize the truth of that 
statement. 

The pictures Dr. Andrews brought 

“back with him afford convincing evi- 
dence that the modern American motor 
car is built with a factor of safety, large 
enough to make it a dependable vehicle 
of transportation where even the idea 
of good roads has never peretrated. I 
recall seeing his trucks pusking bravely 
on through mud and mire, over stony 
stretches of roadless desert, and across 
gullies and washes, until I nad to mar- 
vel that any motor vehicle could come 
through in running order. 

I little wondered, as I watched the 
pictures on the screen, thet the insur- 
ance companies in Peking had refused 
to write policies on any car venturing 
into such hazardous regions and upon 


such trying tasks. But no terrain 
that stretched before them and no ob- 
stacle in their pathway was able to 
turn them aside or keep them from 
returning safely, and in good running 
order, to Peking. Indeed, they came 
through their season’s grueling grind 
in such fine shape that they were sold 
for 75 per cent of their cost price, as 
second-hand machines, much to the 
surprise and somewhat to the discomfi- 
ture of those who had refused to write 
Insurance on them. 

When we remember that there are 
probably a dozen makes of automobiles 
of lcw- and middle-price range, which 
would have given the same sort of 
account of themselves, we begin to 
appreciate the sturdiness and endur- 
ance of American-built cars, and their 
ability to open up well-nigh inaccessible 
regions to modern travel. 


PLEASURE IN Morormne? 


During the past summer I traveled 
in the West. My journeyings by rail 
gave me a somewhat extensive ac- 
quaintance with the Apache Trail, the 
Santa Fe Trail, the Overland Trail and 
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other highways across the Great Plains, 
the Great Basin, and our own western 
deserts. 

The car-window panorama at every 
turn revealed motor tourists, both 
westbound and eastbound, with their 
cars converted into veritable carryalls 
for human beings, baggage and camp 
equipment. 

From the vantage point I occupied, 
their trip across plains and deserts 
seemed everything I would want to 
avoid. Rough, unimproved roads, hot 
deserts, mud to contend with here, and 
dust to battle against there, I could not 
see how a single tourist, packed, as they 
were, like sardines in a box, amid a 
jumble of suit-cases, cooking utensils 
and camp impedimenta, could extract 
an iota of pleasure from traveling in 
such style. 

Water had to be carried for radiators 
that seemed to be perennially hot; vast 
stretches of burning sands had to be 
crossed where life had been scorched 
and parched out of everything but the 
hardiest of desert fauna and flora; 
service stations were as scarce as the 
proverbial hen’s teeth. 

No wonder I thanked my stars that 
I was in a comfortable limited train. ` 

But when I met these same folk in 
the hotels where they broke their jour- 
neys, what a happy, exuberant, brim- 
ming-over-with-health lot they were! 
Not one of them with whom I talked 
failed to wax enthusiastic over the joys 
of overland touring. And so many of 
them had made similar trips before and 
were planning others for the future 
that I began to realize that perhaps it 
was their turn to pity me for my effete 
love of ease. 

At the Grand Canyon, at Los An- 
geles, at San Francisco, at Salt Lake 
City—everywhere I went there were 
veritable hordes of motorists—people 
from well-nigh every state, and every 
one of them delighted with his or her ex- 


periences. Small children, schoolboys' 
and schoolgirls, families, women with- 
out men in their parties; but no, not 
one among them disheartened with the + 
toils of the road behind them or awed 
by the miles ahead of them! 

Passing down over the El Paso 
Southwestern from Tucumcari to 
Vaughn, our road ran parallel to the 
Apache Trail. The conductor of our 
train was a typical railroad man of the 
bounding Southwest. He had rail- 
roaded extensively in Mexico before the 
abdication of Porfirio Diaz, and had 
settled down to railroading in the Pan- 
handle. Sitting in the chair beside me 
in the club car, he commented on the 
number of westbound motorists from _ 
the East that late in the season. 

He, too, had the car-window view- 
point on crossing the deserts in a motor 
car. 

“None of that for me,” he remarked 
with a wry smile, between puffs of his 
store-bought corncob pipe. “J had 
business in California last spring. 
Going there by rail, I bought a second- 
hand Ford for $100, traveled 5,000 
miles m it over the fine roads of the 
Pacific coast, and then sold it for $75.” 


CONQUERING THE DESERTS 


Whatever one’s attitude toward 
traveling by railroad or highroad, 
where they parallel one another across 
desert and plain, the fact remains that 
in the hands of the pioneer, the auto- 
mobile is remaking the geography and 
remodeling the life of many areas either 
very remote or practically inaccessible. 

The expedition of Dr. Andrews into 
Inner Mongolia has brought Urga 
within four days’ travel by motor car 
from Kalgan, where formerly it was 
twenty-odd days by camel or thirty- 
odd by bullock cart. Cars are now 
being dispatched each way between the 
two cities on the th, 15th, 19th, 20th, 
25th and 30th of each month, reaching 
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| their destinations in four cays. Pas- 
sengers are allowed thirty pounds of 
; baggage, and a fare of $120 is charged. 
Intermediate stations where food and 
lodging are obtainable have been pro- 
vided. In this way the Gobi Desert is 
beginning to see a motorized version of 
the old stagecoach days cf our own 
pre-railroad and Wild West days. 

Motor trucks are also being con- 
sidered for the Kalgan-Urga route and 
it is expected that before many months 
freight will be moved by fleets of them, 
and the old-time bullock carts and 
camel trains will pass into the discard. 

The distance between Ealgan and 
Urga is 550 miles. Excep: for about 
fifteen miles in the Kalgan ass, where 
the road climbs to the table-land at 
Hanaba, and another stretzh of grav- 
elly waste land across a spur of the Gobi 
Desert, which may be pass2d in about 
five hours, the going is over grazing 
lands not greatly differens from the 
plains of western Kansas. Altogether 
the country is adapted to cutomobiles 
in dry weather, which prevails most of 
the year, the only rain coming in thun- 
derstorms and showers in the summer. 
For four months during the winter the 
temperature is around zero or below, 
and for two months more, seldom rises 
above freezing. 

In the Sahara the caterpillar tractor 
has met the camel in his cwn private 
preserves and defeated him, bringing 
Timbuktu within twenty days of Tug- 
gurt, instead of the ninety days of the 
camel train. 


From Toueaurt to Tn-suxru 


The railhead in southern Algeria is at 
Tuggurt, a sand-locked terminus on the 
northern edge of the great 3ea of sand. 
About a year ago the French decided to 
send an expedition from tkat point to 
Timbuktu with tractors substituting 
for camels. Preliminary parties were 
sent a distance of some 625 miles into 


the desert, from the two termini of 
the route, to establish supply depots. 
Once these depots were laid down, a 
stretch of 750 miles lay between them. 

Starting from Tuggurt, the expedi- 
tion headed for Wargla, in the heart 
of a famous, date-growing district. 
This 125-mile stretch was covered 
without difficulty. Thence the expedi- 
tion moved on, following the dried-up 
course of the Wadi Mia to Fort Hassi 
Inifel, some 250 miles southward. 
Here the route came to the chain of 
sand hills known as the Great Eastern 
Erg, which stretches from Morocco to 
Tripoli, almost without interruption. 

Beyond Inifel the sandy plain, strewn 
with bluish and gilded dunes, gives way 
to a desolate, gloomy country, full of 
sharp rocks and cut by deep crevasses, 
and known as the Tademait. Still 
further on came the Ain El Gettara 
Pass and the Tidikelt Plain, covered 
with boulders, and menaced by maraud- 
ing fanatics. Thence the expedition 
moved on to In-Salah, a great oasis and 
caravan center, and later reached the 
Hoggar country, the real center of the 
Sahara. Reaching the Hoggar country 
through a pass in the blue mountains of 
Muydir, the expedition moved on and 
came to the Tanesruft, an almost wa- 
terless region of sandstorms, boulders, 
and rocky, dry valleys. Thence push- 
ing forward to Kidal and on to Burem 
and the Niger, Timbuktu was reached, 
only twenty days out from the Medi- 
terranean railhead. 

For nearly a hundred years France 
has been striving to effect a commercial 
and political liaison between her col- 
onies on the Mediterranean Sea and 
those along the Niger River. At last 
motor transportation has broken down 
the desert barrier and pointed the way 
to the realization of a century-long 
ambition. 

At many places en route, bleaching 
bones and hyena-torn bodies of dead 
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camels were silent witnesses to the fact 
that the caterpillar tractor could brave 
climatic conditions before which even 
the sturdy “ships of the desert” had 
gone down. 


A Rounp-ruar-Worip MOTOR 
CARAVAN 


One may gather an idea of how far 
the motor car has gone toward bringing 
all lands under its dominion by study- 
ing the plans of Robert R. Reynolds 
for a round-the-world motor caravan. 
He proposes to organize a world sight- 
seeing tour with a thousand people. 

Embarking in a specially chartered 
freighter at New York, the caravan 
would land at Casablanca, Africa. 
Thence it would make its way through 
Morocco, Tunis, Tripoli, Algeria and 
Egypt, crossing to Asia over the Isth- 
mus of Suez, and going through Pales- 
tine, Persia and Arabia to Bagdad and 
Basra. There the ship would take the 
caravan aboard for India, which would 
be crossed by motor. Embarking 
again, the caravan would be landed in 
Java, which would be toured from end 
to end, after which Siam and Indo- 
China would be traversed, with a tiger 
hunt and an elephant hunt as a part of 
the program. 

Embarking at Saigon, Indo-China, 
the expedition would call at various 
Chinese and Japanese ports, touring 
inland from them, and then turning the 
freighter’s prow toward Vancouver. 
Landing there, a transcontinental tour 
through parts of Canada and the Unit- 
ed States would constitute the con- 
cluding leg of the vast swing around the 
circle of the earth’s surface. It is esti- 
mated that for every 100 tourists 
twenty trucks would be required, and 
that about eight months would be 
necessary to make the trip. 


HuMANIZING THE LONELY PLACES 


In our own country the automobile 
means perhaps more to the pioneer who 
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pushes on beyond the horizon of occu- ' 
pied territory than to any other indi- | 


vidual. Go with me out over the 
plains of the region west of Bismarck, 
North Dakota and Dodge City, Kansas 
and east of the Sierras and the Cascade 
Range, and you will see tens of thou- 
sands of families living in an isolation 
so remote that the horse and the burro 
cannot conquer it. But the automo- 
bile makes a horsedrawn journey of a 
week a matter of going one day and 
coming back the next. 

As I have ridden through great 
stretches of desert and plain, with the 
houses so far apart that there was sel- 
dom more than one in any circuit of the 
horizon, and with the tiny villages so 
remote from one another that one grew 
Jonesome between them, I have had 
brought home to me the vastness of the 
service the automobile renders such 
districts, by shortening up the open 
spaces and bringing families and com- 
munities within social and commercial 
range of one another. 


IMPLEMENTS IN THE EMPIRE 
BorpEr’s HANDS 


One afternoon I strolled down from 
the El Tovar, at the Grand Canyon, to 
the forest ranger station. 

A fine, husky family, in a sturdy, 
middle-priced car, pulled up. The 
father alighted, went in, and began 
comparing the available maps of south- 
western Utah with his field-made ones. 
It developed that he was a professor of 
engineering in a mid-western univer- 
sity. 

“There isn’t a map of the section 
through which I came that correctly 
represents most of it,” he remarked. 
“We wandered here and there and of- 
ten were able to make no more than 
fifteen miles a day, but we have plotted 
the route over which we came, and 
every one of us is in finer physical con- 
dition because we really got back to 
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Nature. Furthermore, we will give 
the world a better picture of motoring 


| facilities in the region through which 


we came.” 

A great many remote regions are 
thus being mapped in the Rockies and 
westward to California. Scores of 
places filled with natural wonders and 
splendid scenery, such as the great 
natural bridges, splendid petrified for- 
ests and fine caverns, are bemg brought 
within the range of the vacationist 
through the Twentieth Century pio- 
neer and his automobile. Places that 
within the memory of men, who have 
not yet passed over the hiLtop of life, 
have been transformed from deserts 
into lands flowing with milk and honey. 

Today there are thousands of square 
miles of territory that await a similar 
transformation, and, as America grows 
in population, the automobile and the 
motor truck will be the prime imple- 
ments in the empire buildez’s hands. 
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Grand Junction, Colorado, is one of 
the most magnificent oases in the world, 
entirely man-made. Hundreds of sites 
of future Grand Junctions are lying 
around the West, awaiting only the 
time when the press of population 
will make their development neces- 
gary. 

Irrigation will be imperative, but 
when we become land-hungry enough 
the lands will receive the water they 
need, and we will pay the price that 
demands. 

But always and everywhere that 
man lives remote from his fellow man, 
and communities are remote from their 
nearest neighboring communities, the 
automobile and the motor truck will be 
the foremost agency, first m the pio- 
neering, and then in the filling up of the 
interstices that shall knit communi- 
ties together and bring new areas into 
production to meet the needs of an 
ever-expanding race. 


Linking Up Railroad and Water Transportation 


By Dorsry W. Hve, JR. 
Formerly with Packard Motor Car Company 


HE object of this paper is to dis- 
cuss the motor vehicle as a unit 

in the transportation system as distinct 
in character as the steamboat or the 
locomotive, and to emphasize its grow- 
ing importance as a publ.c utility or 
common carrier and the need of under- 
standing it and providing for it as such. 
Automobiles for personal use, or used 
in connection with a private business 
not affecting the public at large, do not 
fall within the scope of thts discussion. 
That “there has been too little 
recognition of the fact that in reality 
motor truck transportatior is, or should 
be, a great public service, and that it 
is a common carrier as much as a rail- 


road or steamship line,” ! is sufficiently 
demonstrated by some ill-considered 
public regulation on the one hand and 
by some overenthusiastic commercial 
exploitation on the other. The state 
legislature which slows up industrial 
development by unduly restricting the 
motor vehicle is as derelict to public 
interest as the motor bus promoter 
whose aim is “to run the street railway 
company out of business.” 


Tus FUNCTION or TRANSPORTATION 


It is perhaps unnecessary to stress 
the fact that business activity, as ex- 

1“ Motor Transportation of Merchandise and 
Passengers.” Percival White, New York, 1923, 
page 2. 
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pressed by such wards as commerce, 
trade, traffic, barter and exchange, 
implies the movement of articles from 
one place to another. In strict logic 
no business transaction is complete 
until the buyer has deposited with the 
seller the agreed-upon value equiva- 
_ lents and the seller has deposited the 
article sold in a place designated by the 
buyer. i 

The practice. of shipping goods 
F. O. B. conflicts with our definition 
of the requirements of a business 
transaction. The adoption of this 
practice is significant: it illustrates the 
seller’s desire to free himself from a 
part of his responsibility in the sales 
transaction. Why did he want to 
evade this responsibility? The answer 
to this question may throw some light 
upon recent shortcomings in our na- 
tional system of transportation. 


i 
GOME Aspects OF TRANSPORTATION 
Hisrory 


Preoccupation with major transpor- 
tation problems is characteristic of 
modern transportation development. 
The needs of producing, manufacturing 
and distributing centers must first be 
met. It is natural, also, to become 
preoccupied with the one transporta- 
tion unit best fitted to supply the prm- 
cipal need. During the canal-building 
era in Great Britain no one knew when 
to stop and if funds had held out Eng- 
land might have become a close second 
to Mars. Likewise with the loco- 
motive; ill-considered line extensions 
came to be a matter for parliamentary 
consideration and after many years of 
co-operative effort, through a short lmes 
railway association, the financial con- 
dition of these railways was stil un- 
satisfactory. 

The great task of financing and 
constructing the American railroad 
system dimmed our remembrance of 
the fading glories of the clipper ship era. 


The result was the development of a 
railroad system of unprecedented size 
and efficiency, and the Baldwin Triplex 
locomotive took its stand beside Don- 
ald McKay’s Flying Cloud or that 
proud clipper The Sovereign of the Seas. 

In the pride of this achievement we 
should not forget that America also 
developed a short line or spur line rail- 
way problem and that manufacturers 
cut the Gordian knot of their trans- 
portation difficulties by adopting the 
practice of shipping goods F. O. B. 


Resurs oF Past TRANSPORTATION 
DEVELOPMENT 


All things considered the American 
achievement in transportation organi- 
zation is unique. In a miraculously 
short space of time a great major 
transportation system was created to 
serve widely-scattered producing and 
distributing communities. This sys- 
tem was articulated to a considerable 
degree with existing ocean and inland 
water transportation facilities. The 
effect upon the agricultural and indus- 
trial development of the country was 
immediate. Rocky Mountain metals 
were made valuable through accessi- 
bility. Texas farm Jands increased to 


6 per cent of the total value of such- 7< 


land in the United States and Dr. 
Friday states: “It is obvious that no 
such values for this land could exist at 
points so far distant from the consum- 
ing center of the country without our 
present-day system of transportation.” 

The advantages of this major trans- 
portation system to the larger business 
centers are well known. Converging 
networks of railroads pour their bur- 
dens of riches into the terminals of 
New York, Boston, Philadelphia, Balti- 


2“The Place of Railway Transportation in 
Our Industrial Structure.” Compiled by the 
National Transportation Institute’s Research 
Council, David Friday, Director, February, 
1924, page 7. 
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‘more, Chicago, San Franciscc and other 

í cities. Increases in property values 

‘and stimulated business activity fol- 
lowed in the wake of right-of-way 
construction and communities vied 
with each other to induce route modifi- 
cations which would bring tke railways 
to their doors. 

The spread of commercial prosperity 
was not confined to the territories im- 
mediately served. As already pointed 
out, the increase in prosperity was 
general. No community, perhaps, 
could legitimately claim anything but 
advantage from the coming of the rail- 
roads. There were some, however, 
who claimed that advantages were 

* disproportionate, thus working com- 
parative injustice upon those regions 
less effectively supplied with railway 
service. 


Tur Locat TRANSPORTATION 
SITUATION Tovar 


The war-time breakdown in short 
haul and L. C. L. railway shipping 
service, gave advance notice of the 
defects in our system of domestic 
distribution. Today, with the aid of 
congressional and other investigations, 
we are discovering that the cost of dis- 

T tributing commodities is out of all 
proportion to the costs of ra-v materials 
and fabrication. We have here, per- 
haps, one reason for the growth of the 
F. O. B. practice: certain ic is, in any 
case, that weak spots in the =ransporta- 
tion system are reflected in the index 
of the cost of living. 

Business prosperity traceable to our 
efficient major transportation system 
is not without its defects, if there is 
failure to make provision for adequate 
minor or ultimate transpor-ation from 
distributing centers to the point of 
final consumption. As pointed out at 
the commencement of this paper, a 
business transaction involves complete, 
not part way, transfer frcm seller to 


buyer. Increased business prosperity 
brings an increase in manufactured 
products and these products must be 
effectively distributed. As the volume 
of freight and passenger traffic in- 
creases, the use of the transportation 
systems is intensified to a point where 
all defects become increasingly appar- 
ent. 

The volume of trunk line freight and 
passenger movement today is such that 
our terminal facilities in major dis- 
tributing centers are becoming hope- 
lessly choked. Sluggishness in the last 
stages of distribution means harder 
living and less comfort in remote 
sections of the distribution area. Such 
sections become less desirable for busi- 
ness and residence purposes and the 
exodus to the city commences. The 
city, already overcrowded, grows to 
disproportionate size and starts upon 
the road to traffic congestion, fluctuat- 
ing costs, bad housing and civic stagna- 
tion. It is evident, therefore, that our 
problem is to link up local transporta- 
tion agencies to facilitate freight and 
passenger movement at terminals; to 
insure more prompt and economical 
distribution of persons and commodi- 
ties throughout natural distributing 
areas; and finally, to make possible the 
progressive decentralization of urban 
population by bringing to remote sec- 
tions the comforts and conveniences 
which heretofore have been the preroga- 
tives of the city. 


SoLttTion OF LocaL TRANSPORTATION 
PROBLEM 


It is evident that proper recognition 
has not been given to the dual nature 
of the national transportation problem 
—its major, or trunk line, functions, 
and its minor, or local distribution, 
functions. If major transportation is 
to be allocated to ocean and river boats 
and locomotive trains, it is equally es- 
sential that we divide up minor or local 
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transportation among short line rail- 
ways, electric traction lines, and the 
motor and other trackless vehicles. 

If we visualize this problem of 
localized distribution, we will find that 
the country may be divided into natu- 
ral areas or regions for distribution 
purposes. Such regions are determined 
in part by the major transportation 
system, in part by topographical condi- 
tions, and in part by the facilities 
afforded by the present local transpor- 
tation agencies. These natural re- 
gional areas for distribution, it should 
be pointed out, are already recognized 
in the structure of the sales organiza- 
tions which have been developed by 
large manufacturing concerns. Our 
problem, then, is to determine [how 
available transportation mediumsimay 
be best organized in such regional 
distribution areas so that the final step 
may be taken in perfecting a national 
distributing system of maximum efħ- 
ciency. 

The first step, obviously, is to select 
appropriate transportation mediums 
and to determine what part of the task 
each should perform. Unfortunately 
our knowledge of the relative spheres 
of such local transportation units as 
the trolley, the bus, the motor truck 
and the horse-drawn vehicle, is incom- 
plete. As the result of a recent study 
of this problem, a special committee 
representing the various transportation 
interests involved, concluded that 
there is ; a zone, flanked on one 
side by an area of long baul which should 
belong primarily to the steam and electric 
railroads and waterways, and on the other 
by the short-haul zone in which. . 
motor transport should play a larger part. 
The economic limits of the zones vary 
greatly according to the commodities and 
the local conditions. Where good high- 
ways exist it appears that for distances up 
to 10 miles in some instances and to 25 
miles in others the motor truck has the 
advantage over the steam or electric rail- 
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road, and that beyond 50 miles under. 


certain conditions and 150 miles in others 
the railroad should generally have the 
field. This leaves a competitive zone with 
a lower limit of 10 to 25 miles and an upper 
limit ranging from 50 to 150 miles and more 
in special cases. Within this zone each 
form of transportation has its advantages 
to the shipper who should be free to make 
his choice with due regard to cost, time of 
transit, reliability of service and other 
considerations.* 


At the National Transportation 
Conference held in Washington last 
January, representatives of commerce, 
industry, mining, agriculture, labor, 
insurance, finance and transportation 
considered the report of the above- 
mentioned committee. After full dis- 
cussion the conference expressed its 
opinion that: 


The motor vehicle has proved its un- 
questionable value in our economic system, 
having greatly extended the farmer’s field 
of operation, brought much additional 
land under cultivation and new sources of 
raw materials within economic reach of 
markets, quickened the industrial life and 
facilitated the processes of distribution.‘ 


The important part which the motor 
vehicle plays in local distribution areas 


becomes more evident every day. In__ 


the field of urban transportation we are 
coming to realize that it is useless to 
multiply the size and number of railway 
freight and passenger terminals if the 
carrying surface of city streets is taxed 
to capacity. Mr. Hoover kas pointed 
out that 


the expansion of terminal facilities at our 
larger centers in the next twenty years will 


3 Report of Special Committee IV, appointed 
by the President of the Chamber of Commerce 
of the United States, on “Relation of High- 
ways and Motor Transport to Other Transpor- 
tation Agencies,” page 21. Washington, D. C., 
November 2, 1928. 

1 Report of the Transportation Conference 
called by the Chamber of Commerce of the 
United States, January, 1924, Washington, 
D.C. page 10. 
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be required to a degree that seems almost 
hopeless with the present methods of 
terminal distribution and collection. Nor 
is the problem one solely of increased 
trackage and shed <acilities. It is a prob- 
lem that affects ccngestion in the streets 
and ramifies in a hundred directions in our 
municipal life.’ 


In Mr. Hoover’s opinicn real im- 
provement may result from the appli- 
cation of motor truck service to facili- 
tate terminal traffic movenrent in large 
urban communities, and indication has 
already been given of th2 extensive 
field for motor transportation in sub- 
urban or regional distribution areas. 

In the light of developments such as 
the above is it too much tc claim that 
the time has come to place the motor 
vehicle in its rightful position along 
with the electric trolley, tae Baldwin 
locomotive, and Donald McKay’s beau- 
tiful clippers, as the fourth great 
American achievement in the perfect- 
ing of modern transportation mediums? 


THE SCIENCE or AUTOMOTIVE 
TRANSPORTATION ENGINEERING 


The rapid growth of automotive 
transportation has resulted in the crea- 
tion of a new branch of engineering 
science frequently referred to as auto- 
motive transportation engineering. 
The principles of this new profession 
have already been formulated by S. V. 


Norton, E. Van Z. Lane, Percival 
White and others in this country and 
by J. Phillimore in Englard.® Credit 


5 Address of Hon. Herbert Hoover .. . 
at the Transportation Conference called by the 
Chamber of Commerce of the United States, 
Washington, D. C., January 9, 1924, page 6. 
Compare L. F. Loree’s figures as io time freight 
cars remain in terminals as giver in his recent 
book on “Railroad Freight Transportation,” 

264. 

€ See “The Motor Truck as an aid to Business 
Profits,” S. V. Norton, Chicago, 1918; “Motor 
Truck Transportation, the Principles Governing 
its Success,” F. Van Z. Lane, Nev York, 1921; 
“Motor Transportation of Merchandise and 


for the accumulation of valuable cost 
and engineering data is due to several 
of the leading American motor vehicle 
manufacturers, among which may be 
mentioned the Packard, Pierce-Arrow, 
White, Mack and Autocar companies. 
Automotive transportation engineering 
has been defined as the science of 
moving persons and things from place 


.to place over public highways in such 


fashion as to entail a minimum of ex- 
pense and a maximum of dispatch, 
safety and comfort. 

The task of the automotive transpor- 
tation engineer is to apply his special 
knowledge in solving particular haulage 
problems. Faced with a given task of 
transporting certain units of bulk and 
weight, he must study the motor units 
at his command and select those best 
qualified for the task. His final choice 
will be influenced by such factors as 
the nature and amount of goods to be 
hauled, length of haul, number of 
stops, loading and unloading condi- 
tions, road surfaces and grades, etc. 
These facts are then considered in rela- 
tion to four transportation principles, 
enumerated by the late S. S. Merithew 
as follows: 

(1) Other things being equal the cost per 
day varies as the daily mileage the truck 
is operated. The cost per day should in- 
crease as the daily mileage increases. 

(2) Other things being equal the cost per 
mile varies as the daily mileage the truck 
is operated. The mileage cost should de- 
crease as the daily mileage increases. 

(3) Other things being equal, the cost 
per unit (for example, ton) will depend on 
the truck capacity and the distance hauled. 

(4) Other things being equal the cost per 
uniu-mile (for example, ton-mile) will de- 
pend on the truck capacity and the daily 
mileage traveled. 


The transportation engineer applies 
these principles to the facts of a par- 
Passengers,” Percival White, New York, 1923; 


“Motor Transport for Commercial Purposes,” 
J. Phillimore, London, 1920. 
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ticular case to determine the truck 
capacity best suited to the job. When 
this is known he proceeds to equip the 
units chosen to meet operating condi- 
tions, and these latter may also be 
modified by the construction of loading 
platforms, carrier devices, and the like. 

An example typical of this procedure 
is given in the account by an automo- 


tive transportation engineer of how he - 


solved the haulage problem of a certain 
mining company: 


After analyzing the situation, I found 
that they were paying 80 cents per ton for 
the leased motor truck, and about 65 cents 
per ton for their own teams. I informed 
Mr. that they could haul the ore 
for less money with trucks, but they 
would have to make the following changes. 
First, they would have to arrange for dump- 
ing or loading the ore from hoppers into 
the truck; also they would have to have 
special bodies built for the truck . 
(and) make arrangements at their plant 
for unloading trucks in less time. This, 
I showed them, could be done by specially 
constructed bodies. I also demonstrated 
to them that the trucks could be operated 
with two trailers to each truck, the haul 
being down a 214 per cent grade from the 
mine to the plant, (and) the truck having 
no work to do practically, except to act as 
guide or pilot for the trailers. The truck, 
of course, having plenty of power to pull 
the trailers back from the plant to the 
mine We finally got the 
company to order one six-ton truck . . 
We built a special body that would carry 
a little over seven tons. We also got them 
to buy a six-ton trailer to operate with the 
truck. With this outfit, they were able to 
cut their hauling costs down to about 86 cents 
per ton. I later got them to place a second 
order for another six-ton truck and trailer 
on the strength of the performance of the 
first six-ton truck and trailer. We are at this 
time figuring with them on their third outfit. 


Tre PUBLIC ANGLE IN AUTOMOTIVE 
TRANSPORTATION ENGINEERING 











Although there is increasing use of 
motor vehicles in public or semipublic 
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service, such as municipal and school 
bus lines and interurban express service, 
thus far the applications of automotive 
transportation engineering have been 
largely confined to the solution of com- 
mercial and industrial haulage prob- 
lems. More recently one of the largest 
American cities has retained a promi- 
nent automotive transportation en- 
gineer so that the benefits of the new 
science may accrue to the public 
interest. In general, however, scien- 
tific planning is noticeably absent in 
the efforts which have been made to 
organize and co-ordinate urban and 
suburban systems of transportation. 

Because of this lack of intelligent 
planning, the forces which have made 
for urban centralization have reached 
the peak of possible congestion. Re- 
ferring to ‘“‘industry’s escape from 
congestion,” Graham Romeyn Taylor 
pointed out that “when industry moves 
out from the city it is seeking economic 
advantage,” ’ and John IThlder has 
emphasized the point that “industrial 
decentralization also means lessened 
waste in transportation” because of 
benefits to be derived from increasingly 
effective automotive transportation 
service.® 

The need for the large-scale applica- 
tion of automotive transportation en- 
gineering in regional distributing areas 
daily becomes more imperative. How- 
ever, the way in which this may be 
effected is not clear. Under our present 
governmental organization we have 
local authorities concerned with street 
construction and street planning and 
lay-out, but attention to the regulation 
of street use until recently has been 
largely restricted to the one controlling 

7 “Satellite Cities,” Graham R. Taylor, New 
York, 1915. 

“A Standard of Community Excellence,” 
John Ihlder, 1924. See also his paper “ Regulat- 
ing the Automobile When Standing.” 1928. 
Both issued by the Chamber of Commerce of the 
United S:ates, Washington, D. C. 


we 
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aspect, the prevention of accidents. 
, Even if our local efforts at traffic regu- 
' lation were extended to incl-de greater 


, attention to the organization and regu- 


lation of automotive transportation, 
the value of such effort would be 
questionable unless some way were 
found to include suburban districts 
within the planning area. There is a 
decided movement for the creation of 
metropolitan planning areas with cen- 
tralized jurisdiction along the lines of 
the Boston metropolitan utlity organ- 
izations, but this movement thus far 
has been without result. 

In addition to the planning and 
organization of certain public aspects 
of transportation service, provision 
must be made for the enforcement of 
legal regulations. It has been urged 
that local motor transporzation sys- 
tems be made subject to regulation by 
state public service commissions. In 
distributing areas of major population 
size it is possible that this function will 
be delegated to some special branch 
such as the former Pubic Service 
Commission of the First District in 
New York City. 

In accordance with American doc- 
trine, the task of developing regional 
motor transportation systems is being 
jeft to private initiative. Efforts thus 
far have been complicated by the need 
for co-ordinating the new form of 
transportation with existing forms and 
we have witnessed some cnfortunate 
clashes between the trolley and the 
passenger bus and the short-haul loco- 
motive and the motor truck. Recent 
developments, however, indicate a 
growing recognition of the :mportance 
of viewing the problem as a whole and 
of co-operative effort by all transporta- 
tion agencies in the development of 
a co-ordinated system in which each 
will play its proper part. Without 
doubt much may be accomplished by 


far-sighted efforts of this kind, but it is 
necessary to remember that the ex- 
perimental period is the period of 
greatest cost in invested capital and 
this burden necessarily tends to em- 
phasize the need for profits rather than 
effective service. 

It is generally agreed that public 
regulation of motor vehicle common 
carriers is in the interest of both parties 
concerned, provided that such regula- 
tion is based upon the principle of a 
fair return on capital investment. 
Such regulative measures as have been 
enacted in the past aim principally at 
the prevention of accidents or the 
securing of a tax or license income to 
defray the costs of road construction 
and maintenance. These measures, . 
on the whole, have failed to meet re- 
quirements. The time has come for 
state and local legislative bodies to 
view the regulative problem as a whole. 
They must give more serious considera- 
tion in granting franchise concessions 
to motor transportation agencies and 
begin to think about the need for the 
development of standard freight tariffs 
and passenger transportation rates, of 
continuous and regular operating sched- 
ules, and of service extensions necessary 
to meet the requirements of the entire 
regional transportation area. 

Automotive transportation has yet 
to reach its first quarter century of 
development and in its freight trans- 
portation aspect it is barely ten years 
of age. If its progress thus far is any 
indication, a serious effort to apply 
its facilities in accordance with modern 
engineering principles and public serv- 
ice requirements should result in a 
revolution in our methods of local 
and regional transportation, When 
this step is effected we may safely claim 
to have succeeded in the linking up of 
existing elements in our national 


transportation system. 


The Automobile and Recreation 


By M. H. James 
Publicity Director, Department of Highways, Commonwealth of Pennsylvania 


HE writer of a popular song 

mourns in his chorus the departure 
of the covered wagon days, and for 
months singers and jazz orchestras 
bemoaned the passing of that period in 
American history, But there is in- 
finitely more melody in the popular 
song than there was in the lives of those 
persons whose acquaintance with na- 
ture began in a covered wagon. 

Other than food, clothing and the 
daily wage, no subject interests so 
many people as the automobile and 
the possibilities ofitsuse. In Pennsyl- 
vania, for example, a million, one 
hundred thousand passenger vehicles 
were licensed in 1924. Roughly speak- 
ing, one person in every nine Pennsyl- 
Vanians owns an automobile. The mil- 
lion, one hundred thousand car owners 
carry with them approximately half the 
population of Pennsylvania. That is 
the reason the State Highway Depart- 
ment has had to develop a touring 
information bureau, the radio broad- 
casting stations each week give infor- 
mation concerning road conditions, and 
the daily and weekly newspapers use 
prominently all material available as 
to the- travelability of thoroughfares 
not only in Pennsylvania, but in the 
entire eastern section of the United 
States. 


ł 
How anp WHERÐ AMERICANS PLAY 


The American people have revamped 
their ideas on recreation since the 
automobile became popular. The av- 
erage summer vacationist, for example, 
no longer reserves a hotel room in the 
mountains or on the coast for two 
weeks. The so-called “summer hotels” 
have had to change their methods. 
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The automobile tourist does not linger 
indefinitely in one place. He knows 
there are miles of good roads ahead of 
him and scores of places where enjoy- 
ment may be found. So the hotels 
which cater to recreationists are filled 
with one-nighters; and each morning 
finds the highways filled with travelers 
bound for new fields. The armchairs 
on the verandas areempty. The night 
clerk, who formerly found it possible to 


ae ae 


doze in his chair until six in the morn- . 


ing, must now be alert two hours pre- 
viously, arousing that indefatigable 
portion of the motoring public which 


begins its journey at daybreak. And | 


there are countless thousands of these 
18-hour travelers—drivers who are in 
Philadelphia at dawn and in Boston 
soon after nightfall. On all main 
thoroughfares there are endless proces- 
sions of cars bearing pleasure seekers; 
and the proprietors of inns and taverns, 
or hotels of high and low degree, are 
burning grey matter in the effort to 


stop these tourists and turn them into . 


money. 

The manufacturers, who at one time 
produced bronze letter openers, mus- 
tache cups and ornamental shoe but- 
toners for Christmas gifts, have changed 


their equipment so that now they pro- ` 


duce in huge quantities the curios with 
which the vacationist’s is filled 
upon his return home. Quite as odd as 
the Indian novelties picked up where 
Indians never trod are the “shore 
dinners” served two hundred miles 
from the ocean. 

Complaint is made by grave econo- 
mists that the American public has 
gone mad in its desire to purchase roll- 
ing stock, rather than to own its home. 
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Those persons who naturally and con- 
sistently “view with alarm” see in this 
inclination of Americans nothing less 
than the fall of the Republic; and they 
/ say it is an indication that thrift has 
gone overboard. But if not so many 
persons are listening to the siren call of 
real estate dealers, or of the bankers 
who desire more deposit money to loan 
out at six per cent, the red corpuscles 
are more numerous in American blood 
and there are roses blooming in cheeks 
once palely gaunt. The fam:ly of Mr. 
E. P. Unum, camping over night in a 
fence corner, is horrified when it sees a 
baleful gleam from two saucerlike eyes 
across its roaring camp fire and the 
_ house cat of Farmer Brown is zhagrined 
that its friendly advances were so 
speedily repulsed. The automobilist is 
getting his daily dozen touches of na- 
ture that make the whole world kin. 
The Witch House, or the House of 
the Seven Gables m Salem, Washing- 
ton’s headquarters at Valley Forge, the 
stone marking the “high water mark of 
the Rebellion” at Gettysburg, the 
grave of General Braddock am the Old 
National Pike, the “painted post” not 
far from Corning, N. Y., tae under- 
ground caverns of Luray, zhe clam- 
„filled mud of the eastern shore of Mary- 
land, the playground of the Poconos in 
Pennsylvania, the shrine of St. Anne, 
north of Quebec, the sites of the first 
settlements in Virginia—al are old 
familiar places to the recreationists who 
roll tirelessly through many marvelous 
miles of scenic splendors. Folks who 
ten years ago were unfamiliar with 
grass except as it grew in parks can now 
distinguish instantly the diff2rence þe- 
tween poison ivy and the trumpet vine. 
Twenty years ago it is true the foundry 
worker who received $2.40 a day owned 
& house and lot, but his accuaitance 
with the open country was confined to 
the stretch along the dust¥ road on 


which he took his Sunday afternoon- 


walk, or to the section through which 
he passed when on rare occasions he 
voyaged in the “‘steam cars.” As he 
sat on his front porch in the early eve- 
ning he saw the banker hurtling by be- 
hind a pair of sparking cobs. But there 
was little or no envy in him—he con- 
sidered it part of the general scheme of 
things. Perhaps he dreamed that some 
day he might strike oil. 
But it is not necessary to be Coal-oil 
Johnny Steele in order to enjoy the 
pleasures made possible by the auto- 
mobile. The famous Steele, a country 
lad into whose lap poured untold 
wealth from the oil wells of Pithole 
City, with all his gold could not have 
purchased a summer afternoon in even ` 
a “‘flivver.” Nor could Jay Gould, at 
whose touch the frontiers of financial 
kingdoms oscillated upon the map. 
But the world is indeed the oyster of 
Mr. E. P. Unum, whose week-end 
journeys begin at noon on Saturday 
and end in the twilight on Sunday. 
More powerful cars than his may pass 
him upon the highways, but they can- 
not surpass the enjoyment of him and 
his family. There may be more luxu- 
rious equipages along the road, but the 
scenic splendors are common property. 
There is always “‘a picture ahead” and 
they “kodak as they go.” 
Undoubtedly the automobile is re- 
sponsible for the perfect highways now 
to be found in almost every section of 
the United States. But the perfect 
highways are responsible for the tre- 
mendous increase in the number of 
automobiles. This succession of events 
will continue indefinitely—more roads, 
more automobiles; more automobiles, 
more roads. Whether the states of the 
union are spending as much money for 
roads as they are for motor vehicles is a 
question for the highway economist. 
Growth of automobile ownership has 
widened municipal boundaries. The 
actual limits of a city are far beyond 
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the political city line. Over night the 
pasture land or the potato field is be- 
coming suburban residence property. 
Those apostles of gloom who see the 
downfall of the Republic in the ac- 
quirement ‘of motor vehicles by the 
populace overlook the steady expansion 
of municipalities. The automobile has 
made possible residence in what once 
were isolated sections. Cause and ef- 
fect are again at work. The automo- 
bile enables city workers to live in the 
country. There is an incentive, there- 
fore, for home ownership. There is a 
community interest, and a spirit of 
camaraderie, which did not exist ten or 
fifteen years ago. Demagogues may 
rant of classes and masses, but these 
once separated entities, so far as the 
automobile is concerned—and the 
pleasures and benefits derived from its 
use—vibrate upon the same plane. It 
is hard to convince Steve Popovich, or 
Antonio Branca, or plain John Smith 
that he is being ground into the dust by 
Capital when at will he may drive the 
same highways, view the samé scenery 
and get quite as much enjoyment from 
his trip as the modern Midas. 

Those who say the desire to own an 
automobile has discouraged or reduced 
thrift overlook the fact that this desire 
encourages industry. ‘There is at least 


f 


| 


the desire to save sufficient money with 
which to make car ownership possible. 
And the Old Doctors of Pessimism lose 
sight of the fact that ownership of a \ 
motor vehicle enables one to see what 
his fellowmen are doing; and there is in- 
centive for better effort on his own part. 

The greatness of the United States 
was simply taken for granted before 
the automobile enabled citzens to see 
for themselves the extent of this coun- 
try. But now unhampered the aver- 
age citizen drives from coast to coast, 
from Canadian to Mexican border. 
He sets up his camp trailer, or his pup 
tent, or he parks his car in the Adiron- 
dacks or the Alleghenies; or he finds 
him a sandy beach along the ocean in 
New Jersey; or he avails himself of a 
municipal camping site. He has had 
a full and enjoyable day. He has 
climbed mountains and floated down 
hill. He has passed through timber- 
lands or across farming country or the 
wastelands left by careless toilers who 
took toll of nature. He has cooked his 
own meals beneath the sky, or he has 
found moderately priced subsistence at 
lunch stands along the way. And so 
at close of day, with an enjoyable to- 
morrow just ahead, he sinks into slum- 
ber with a satisfaction never equalled 
in the covered wagon days. 


The Economic Future of the Automobile Industry 


By CHARLES CLIFTON 
President, National Automobile Chamber of Commerce 


OMEONE has wisely said that the 
most exceptional person imagina- 
ble would be the normal man. Each 
one of us is sufficiently human to vary 
at one point or another from the 
theoretically standardized pattern. 
Business, dependent upon the human 
factor, is subject to similar variations. 
Accordingly, one cannot usually pre- 


Pod 


dict very closely what the buying 
habits of the public will be in any given 
year, or even what represents a normal 
volume of trade for any given industry. 

It is possible, however, to outline 
certain basic conditions which under- 
write the prosperity of a business. In 
the automobile industry one need but 
point to three or four factors. 
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PROSPERITY ASSURED AND WHY 


The future market for automobiles 
in the United States is primarily as- 
/sured by the fact that there are so 
many of them. 

Occasionally one finds a writer who 


views with alarm the size of the regis-. 


tration figures, totalling 15,000,000 
cars and trucks. But to those in the 
industry this enrollment is a guarantee 
of stability. 

Not only will the fifteen million need 
to be replaced some day—a certain 
porportion every year—but it is also 
a sign that motor transportation is an 
integral part of our current c-vilization. 
A car to virtually every other family— 
this means distribution so intensive 
as to be practically ind:spensable. 
Rolling stock will be constantly re- 
newed, as transportation demands re- 
quire it. 

This country, however, has not 
reached its maximum use of motor 
transportation, even in th2 sense of 
being dependant upon the gains in 
population and wealth. Frogress in 
the improvement of our highways is 
being made at the rate of 35,000 to 
40,000 miles per year. Tae Federal 
Aid Road System will comprise about 
~180,000 miles when completed, and 
the mileage of highways <or general 
motor use will total aboct 800,000. 
The development of motor travel, as 
the highways become increasingly im- 
proved, will create added markets for 
cars and trucks. 

Motor trucks, buses and taxicabs 
have registered a marked growth in the 
past few years. One hundred and 


thirty-four electric railways are oper-. 


ating bus lines, and 157 steam railroads 
are using motor vehicles for passenger 
and freight. This public service offers 
additional promise of d2mand for 
automotive products. 


Worip MARKETS 


Abroad, the use of motor vehicles is 
just beginning. There are obstacles, to 
be sure. Poor roads, high taxes, tariff 
walls, and small per capita wealth are 
conditions which retard motor travel 
in many countries. 

But conditions are changing. The 
Pan-American nations are holding a 
congress next year to map out a series 
of highway programs. In Europe 
there is a growing tendency to regard 
motor transportation as an essential 
feature in the development of the 
country, which should be encouraged 
rather than weighted down by many 
taxes. 

In Mexico, the Far East, and the 
Antipodes motor cars and motor trucks 
are in active demand. 

As only 17 per cent of the world’s 
registration of motor vehicles is out- 
side of the United States, it seems clear 
that the opportunities have hardly 
been touched upon. 

The American makers do not, of 
course, expect to get all this foreign 
business. They recognize that there 
is future enough for all. But the 
United States products will have favor- 
able reception everywhere, as they 
have today. Their powerful con- 
struction, and the low prices, due to 
the advantages of large scale produc- 
tion, place them in the forefront of 
world competition. 


Moror PROBLEMS AND EFFORTS TO 
SoLvH 


We recognize that motor trans- 
portation brings its problems. Traffic 
regulation, improved servicing of cars, 
financing—these are some of the mat- 
ters to which the industry is devoting 
efforts toward improvement. 

Fundamentally, conditions are 
saund. The public insists on eating, 
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on being housed, on being clothed, on 
moving from place to place. These are 
determined instincts which will be 
satisfied, and as long as the desire for 
personal rapid transportation persists, 


the automobile industry will have a - 


sound and secure future. 

Many merchants, who formerly op- 
posed any parking restrictions, are 
now coming to a changed viewpoint. 
That there will be a constant tendency 
either to limit or to eliminate parking 
in all the great cities is practically a 
certainty. 

The American Association of State 
Highway Officials is taking a far-seeing 
view of this phase of the work. 

Its steady aim is the betterment and 
replacement of present highways where 
necessary, the banking and widening 
of curves, the reconstruction of low 
capacity narrow bridges, the flattening 
of boulders and widening of fills, and 
the extension of the line of sight at 
dangerous curves. 

When we leave the strictly official 
regulation of traffic and enter into the 
subject of co-operation on part of 
independent agencies, new possibilities 
are developed. 

Every community should have either 





an individual or a commission responsi- 
ble for its traffic, making studies of the}, 
volume and recommending methods 

for handling. 

Many such agencies exist at this 
time. Some of those that are particu- ` 
larly important naturally include the 
following: 

Existing organized motor clubs offer 
an admirable nucleus for the further- 
ance of street and highway safety 
programs, because of their widespread 
interest in the cause of highway safety, 
their means and opportunity for ob- 
taining publicity and their community, 
state and national influence. 

The Safe Drivers’ Club is chiefly a 
medium for getting as many indi- 
vidual motorists as possible to take ` 
an active personal interest in public 
safety. 

The act of joining the Safe Drivers’ 
Club usually consists of signing a 
pledge card, receiving a windshield or 
other emblem and, generally, paying 
one dollar or other small sum as mem- 
bership dues. Such dues, where paid, 
go to the community safety organiza- 
tion and just about pay the expenses of 
conducting the educational campaign 
for membership in the club. 


Machinery and Its Effect upon the Workers in the 
Automotive Industry 


By CHARLES REITELL 
School of Business Administration, University of Pittsbugh 


HE recent developmen; of machin- 
ery in American industry has 
wrought definite changes ir the nature 
of productive effort requred of the 
workers. So pronounced have been 
the changes that they record definite 
influences upon the worker’s wages, 
upon his mental actions and reactions, 
upon his physical being, and upon the 
whole social and industrial fabrie of 
which he is a part. 

Civilization stands before us proud 
of its achievements in the field of in- 
vention. Within a century the steam 
engine, the cottin gin, the typewriter, 
the rapid-fire gun, the telephone, the 
automobile, the turret lathe, the radio 
—all bear witness to a conquering of 
mankind of a blind nature. 

But there is a backfire to all of this 
mechanical achievement. The work- 
ers by the millions in mills and factories 
are being shaped to meet tae demands 
of these rigid machines. The require- 
ments of dexterity, alertness, watch- 
fulness, rhythmic and monotonous ac- 
tivities, coupled with a lessening of 
much of the older physical require- 
ments, are registering results that por- 
tray a new type of worker -n industry. 
Mankind has built this steel giant— 
the machine, He is finding the giant 
more powertul than its ma<er. 

Literature contains much both in the 
way of appreciation and depreciation 
of our mechanical inheritance. Prob- 
ably there is no bolder 2ontrast in 
points of view than that sown in the 
following brief quotations: A most 
striking depreciation of machinery is 
expressed in George Moore’s The Con- 
fessions of a Young Man, 


The world is dying of machinery: that is 
the great disease; that is the plague that 
will sweep away and destroy civilization! 
Man will have to rise against it sconer or 
later capital, unpaid Jabor, wage 
slavery and all the rest stuff 

; Look at these plates; they were 
painted by machinery; they are abominable. 
Look at them! In old times plates were 
printed by the hand, and the supply was 
necessarily limited to the demand, and a 
china plate in which there was always 
something more or less pretty was turned 
out; but now thousands—umillions of plates 
are made—more than we want, and there 
is a commercial crisis; the thing is inevi- 
table. J say the great and reasonable revo- 
lution will be when mankind rises in revolt, 
and smashes the machinery and restores 
the handicrafts. 


In contrast to this denouncement 
Oscar Wilde pictures the benefits of 
machinery in The Soul of Man under 


Socialism. 


Under proper eniron machinery will 
serve men. There is no doubt at ali that 
this Żs the future of machinery; and just as 
trees grow for the country gentleman while 
he is asleep, so, while Humanity will be 
amusing itself, or enjoying cultivated lei- 
sure-—-which, and not labor, is the aim of 
man-—or making beautiful things or simply 
contemplating the world with admiration 
and delight, machinery will be doing all the 
unnecessary and unpleasant work. The 
fact is that civilization requires slaves. 
The Greeks were quite right there. Unless 
there are slaves to do the ugly, horrible, 
uninteresting work, culture and contem- 
plation become almost impossible. Human 
slavery is wrong, insecure and demoralizing. 
On mechanical slavery, on the slavery of 
the machine, the future of the world de- 
pends. 
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In no industry has mechanical de- 
velopment been so rapid or so far 
reaching in its effects upon workers as 
in the automobile industry. Here is an 
absolutely new industry, free from all 
traditional methods, bringing into be- 
ing a product which has the world as its 
market, and a product and a produc- 
tion that lends itself nicely to almost 
complete standardization. The out- 
come could be little else than a far 
reaching change upon those who do the 
work in this gigantic industry. 

The sim of this paper is to list and 
briefly analyze the nature of the 
changes that the development of ma- 
chinery has brought forth in the auto- 
mobile and closely allied industries. 

Before turning to the automobile 
industry proper, it should be noted 
that the antecedent industries of the 
automobile—the blast furnaces, the 
open hearths, the rolling mills and the 
foundries—have all passed through a 
definite revolution from hand to ma- 
chine method during the last twenty- 
five years. The main results of this 
change in these industries regarding 
the worker are: 

1. The elimination of physical labor 
formerly employed for the lifting and 
carrying and general handling of mate- 
rials, product and equipment. 

2. A great increase in the demand 
for machine operators and machine 
tenders whose chief requirements for 
successful operation are diligence, 
watchfulness, dexterity and such care 
as is necessary to direct moving 
machinery. ` 

8. The effect upon wages. Wherever 
it has been possible to compare the 
old methods with the new, the results 
show a considerable higher, hourly rate 
for a larger percentage of the workers 
under machine operations than under 
hand methods. Also, in contrast to 
the great increase in production of a 
given plant that comes with the ma- 


chine, the total payroll is quite often less 
under the mechanical methods. This 
condition is due to the exit by the 
hundreds of common labor operations, 
which work is performed now by me- 
chanical appliances. 


AUTOMOBILE MACHINE SHOPS AND 
ASSEMBLY PLANTS 


The machine shops and assembly 
plants cover fairly accurately the opera- 
tions that come within the narrower 
meaning of the term of the automobile 
industry. The analyses that follow 
cover these two divisions of the indus- 
try. It must be emphasized, however, 
that this is a somewhat limited use of 
the term—automobile industry. In- 
deed, if the reader will but refer to the 
August, 1924, number of Industrial 
Management, he will clearly see that 
the so-called antecedent plants of auto- 
mobile manufacturing are becoming 
more and more an integral part of the 
automobile industry. Many ore mines, 
coal mines, coke plants, blast furnaces, 
open hearths, rolling mills, wire mills, 
etc., are devoted entirely to the manu- 
facturing of the automobile, with a 
complete unification and co-ordination 
of all these plants from ore mines to 
automobile sales rooms. 

The following constitute the more 
pronounced effects that machinery has 
made upon the workers in the industry. 


Tae COMING or THE MACHIN 
TENDERS 


The “all around machinist ”—the 
machinist who has gone through years 
of apprenticeship and has finally 
learned his trade—finds a falling de- 
mand in the automobile industry. So 
complete has become the expertness 
of the machine itself, and so standard- 
ized have become the operations that 
little of experience and skill is demand- 
ed of the machine operators. Only a 
few days of training are needed to fit the 
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worker for many of the mocern lathes, 
milling machines, drills, multiple 
punches, etc. This change makes more 
confusing than ever such terms as 
“skilled, semi-skilled and unskilled 
workers.” In lieu of unsklled, semi- 
skilled and skilled there now exist 
the tenders who operate machines, 
the technical force who design, plan, 
schedule, route and cost the work, the 
clerks, inspectors and foremen-who record 
all the miscellaneous activities of the 
shop, check the quality and quantity of 
production and who keep watch on the 
flow of material. 

The ability to meet (“tc hit”) and 
maintain & constent machine pace; to 
be able to eliminate all waste and false 
motions; to follow withouz wavering 
printed instructions emanat:ng from an 
unseen source lodged in some far off 
planning department—these constitute 
the requirements of a successful ma- 
chine tender. The percentege that his 
actual production is below the stand- 
ard production set for him i3 the meas- 


urement of the specific teander’s in- ' 


efficiency. And this percentage is more 
closely related to the condizions of his 
home life, his health, and kis financial 
problems than to any academic classi- 
fications of skilled, semi-sk ed or un- 
skilled worker. As a superintendent in 
the Ford plant expressed it 


To attain a normal day’s production the 
worker is timed so as to keep up an ener- 
getic gait for eight hours a day—this can 
only be done when a well-regalated living 
is carried on by the worker in his home life. 
Worry, careless living, drunkenness and 
sickness must all be eliminated if the em- 
ploye is to maintain his high grade produc- 
tion in this plant. 

The following classification of the 
more important operations m the auto- 
mobile industry is needed in order to 


obtain the proper perspective of ma- 
chinery and its effects. 


Grour I. Tae Macaerwe TENDERS 


This group embraces operators of boring 
mills, drill presses, lathes, milling machines, 
polishing machines, punch presses, screw 
machines, sewing machines, planers, shap- 
ers, sheet metal machines and a host of 
other miscellaneous machines. Roughly, it 
represents from 25 per cent to 40 per cent 
of the working force. 


Group II. Tar ÅSSEMBLERS 

This group, although not quite as highly 
paid as the men in Group J, must in the 
performance of their work carry on opera- 
tions that are much like those of Group I. 
By the use of mechanical appliances and 
tools, working on standardized product ac- 
cording to definite and standardized mo- 
tions, they follow very closely the activities 
of machine tenders. There is, however, 
more physical work connected with the 
assembly operations. This group totals 
from 10 per cent to 15 per cent of the work- 
ing force. 


Grover HI. “Sxmiump Worxmrs’”’-— 
Tuose Wuo Have a Trapam 


This group embodies machinists, black- 
smithers, die sinkers, painters and varnish- 
ers. It includes somewhere between 5 per 
cent and 10 per cent of the workers. 


Group IV. Inspectors anD TEstrers 


‘These men test and inspect the work at 
different stages of the operations and also 
test the finished cars. They will total about 
5 per cent of the working force. 


Grover V. Tar HELPERS 


The duty of this group is to assist those 
workers embodied in the above groups. It 
covers varnish rubbers, trim bench hands, 
machinist helpers, blacksmith helpers, ete. 
This group represents about 15 per cent of 
the total working force. 


. Grove VI. Tem Lasormes 


This group embraces those generally 
classified as common laborers. They are 
the lowest paid workers and are called upon 
to do such carrying, handling and clean-up 
work as is generally required of such work- 
ers. They will total around 10 per cent to 
15 per cent of the workers. 
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Over a period of eleven years, 1912- 
1923, Groups I and LH, the machine 
tenders and the assemblers; have in- 
creased considerably in the percentage 
of total workers. Groups II and VI, 
the skiled workers and common labor- 
ers, have greatly fallen off in percen- 
tage of total workers. 

In one of the most modern of plants 
over two hundred different kinds of 
mechanical devices are found carrying 
and conveying materials and product. 
This same plant reported that the per- 
centage of trade skilled employes had 
been more than halved during the last 
ten years. 

Here, then, we find skill or long ex- 
perience at the top and brawn at the 
bottom both greatly lessened. A 
lessening which has meant on one side 
a transfer of skill from the trained 
workers into intricate and complex 
machines; and on the other side the 
brute force of physical labor trans- 
ferred into the powerful and gigantic 
lifting, carrying and conveying ma- 
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chines. The natural concomitant of 
this is an increase in number and per- 
centage of those who must operate or 
tend the machines and mechanical ap- 
pliances. ; 


MACHINERY AND WAGES 


The important development taking 
place in the automobile industry within 
the last twenty years and briefly sug- 
gested above, is: 


(a) The growth and development 
of automatic machines. 

(b) The growth of machinery for 
handling and conveying ma- 
terial and product. 


This explains the entrée of machine 
tenders, assemblers and the correspond- 
ing displacement of both skill and com- 
mon labor types. Changes in wages 
naturally are a part of changes in 
operations such as the above. 

The following table gives the aver- 
age hourly earnings of the different 


groups. 


GROUP CLASSIFICATION or WORKERS AND AvmraGh Hovurty Earninas! 





(Male Employes only) 
NUMBER or A Incrnasine or De- 
Gkotn Norem TYP cr REPRESENTA- | NUMBER OF ed ean CRAABING PROPOR- 
” OCCUPATION TIVA ESTAB- WORKERS wW aR TION OF WORKING 
LISHMENTS AGD ALATI FORCE 
I. ..| Machine 89 12,882 68 Increasing 
tenders 
i E AEE Assemblers 40 .66 Increasing 
Il ...... Skilled 84 Decreasing 
workers 
(trades) 
IY cows ohaees Inspectors 31 No conclusive data 
and testers 
a ETET Helpers 23 No conclusive data 
b's Pee .| Laborers 24 2,807 Decreasing 





1 Wages and Hours of Labor in the Automobile Industry, Bull. 348, U. S. Bur. Lab. Stat. Pub., 


Oct. 19238. 
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It should be noted that Groups III 
and VI represent the highest and low- 
est paid groups respectively and that 
Groups I and II are between these ex- 
tremes. Also consider that Groups I 
and II are increasing in proportion to 
total working force, while Groups IM 
and VI are decreasing. Therefore we 
can with fairness state tha: the develop- 
ment of automatic and handling machin- 
ery has tended to level wages by eliminat- 
ing the high and low wage groups and 
increasing those who represent a middle 
grouping. 

By referring to Bulletin 265, U. S. 
Bureau of Labor Statistics May, 1920, 
the same general tendency can be seen 
from an analysis of wages data in that 
volume. 

Approbation from fellow-workers and 
self-aggrandisement are denied the work- 
ers because of automatic machines and 
standardized operations. This consti- 
tutes the real bug-bear af the whole 
machine industry. The regular, ryth- 
mic stride of the machine absolutely 
precludes the worker from showing off 
his individual ability in any definite 
field of activity. Automazic machines 
put padlocks on self-expression. The 
work of a modern marchine-tender 
leaves nothing tangible at the end of 
the day’s work to which he can point 
with pride and say “J did that—it is a 
result of my own skill and my own 
effort.” 

Practically all parts of the product 
have been so specialized in operations 
that no definite, tangible cbject can be 
shown as embodying the work of a 
specific individual. Maa no more 
marvels at the nature cf the labor 
effort expended in the au-zomotive in- 
dustry. Hestands dumbfcunded, how- 
ever, before the complexity end intri- 
cacy of the machines. The author has 
guided hundreds of students through 
automobile plants. What interests 
them is the marvelous auzomatic ma- 
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chine. The labor effort scarcely arouses 
their attention. The words of Mr. 
Dexter Kimball find application in the 
modern automobile plant: 

Automatic machines show a transfer of 
thought, skill or intelligence from person to 
machine. These principles of transfer of 
skill and transfer of thought lie at the bot- 
tom of modern industrial methods. 

In contrast to the machine-tenders 
we notice the hand workers—men work- 
ing at their trades—do gain an appre- 
ciation. The artisan is looked up to 
and admired by those who watch him 
and by his helpers and apprentices. 
The die makers, the hammermen, the 
painters doing the higher grade of work, 
the older type of machinists seldom fail 
to have their work commented upon. 
These workers carry a proud air of 
knowing all the “ins and outs” of their 
trade. With great pride a machinist 
showed me two steel blocks smoothed 
by hand tools to such an exactness 
that by cohesion one block lifted the 
other. 

Even a casual survey of these 
“trade” or “skilled” workers in indus- 
try will quickly acquaint anyone with 
these—shall we call them—psychic re- 
wards of appreciation that come to this 
smaller and fast-vanishing group of 
workers. Being human, they like this 
sort of thing. It constitutes a definite 
return for labor effort expended. It 
means much in the way of developing 
and maintaining self-respect. This 
definite return to workers the complex, 
automatic machinery denies. And just 
so long as automatic machinery holds 
from the worker the opportunity for 
showing or expressing to some degree 
his own individuality and ability, then 
just so long may we expect him to be 
unconcerned about his job save for the 
money he can get out of it. Time stud- 
ies, measured production and portrayed 
unit costs may keep the workers ener- 
getic and nervously “on their toes,” 


42 l THE ANNALS OF THE ÅMERICAN ACADEMY 


but it is with great difficulty that the 
workers can be aroused to wholesome 
interest or spirit. 

Changes in wage systems come with 
automatic machines. - The development 
of a uniform, standard production 
turned out by machines, whose capac- 
ity per day is measurable, lays the basis 
for paying on a standard production 
basis. This differs from the ordinary 
piece work. The standard job or days 
work, which quite often is the ma- 
chine’s normal output, constitutes the 
base upon which all manner of premi- 
um, bonus and reward plans are built. 

It is important to note that stendard 
output under large scale production is 
the resultant uniformity that comes 
with automatic machinery, ‘which, 
briefly stated, means that automatic 
machinery is the foundation for most of 
our successful time studies and meth- 
ods of pay built upon such studies. 

Automattic machinery has changed 
management method. By the introduc- 
tion of machines whose operations and 
outputs have become uniform, stand- 
ardized and automatic, the labor 
effort thereby is rendered measurable. 
In addition the growing speed with 
which metal can be cut and the ma- 
chines operated, places emphasis upon 
the problem of quick dispatch of ma- 
terials to and from the machines, and 
through the plant. 

The first of these significant changes 
has resulted in placing upon menage- 
ment the responsibility of inaugurating 
measured production and pay plans for 
the workers. Once this is inaugurated 
the workers are controlled by a meas- 
ured amount of work to be performed 
in a given time. Measured production 
tied up with adjustments in the pay 
envelope means that management 
needs little else to induce the worker 
to productive effort. The worker soon 
realizes that he is not only being meas- 
ured but that this work is a link in a 


long chain of operations, which link, if 
it does not function properly, is quickly 
noticed by management and by other 
workers. 

The need of quick, material handling 
has led to many kinds of machinery for 
intra-plant transportation. As a re- 
sult of this faster production, foremen 
are charged with the difficulties of hav- 
ing material flow smoothly and swiftly 
through the shop. But the measured 
production and the rapid flow of ma- 
terial through the plant call for the 
work of planning departments with 
their corp of technicians and clerks. 
This department plays an important 
part in the automobile plants as it 
originates the directions and instruc- 
tions covering the productive opera- 
tions. 


Teas Onward Marcs of MACHINERY 


He would be a rash and reckless 
prophet who would hold that the de- 
velopment of machinery in the automo- 
bile industry had reached its zenith. 
Automatic machinery so-called is not 
completely automatic until it has re- 
moved the necessity of all human 
effort. Probably the furthest develop- 
ment in this respect has been reached 
in transporting electric power, where 
sub-station operations are entirely 
automatic, save for occasional inspec- 
tion, oiling or repairs. No labor 
effort is needed to operate. In the 
automotive industry the direct opera- 
tions of cutting, bending and shaping 
were the first to be transferred to the 
automatic machine. This was followed 
by the further transfer of feeding by 
hand to mechanical feeding. Soon a 
further development took place by the 
use of conveyers, endless belts, etc. 
And lastly a fourth development where- 
by machines are being built in batteries 
so that many machines are under one 
man control. 

Regardless as to the ultimate place 
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the machine method will take us—if 
there be an ultimate place—this im- 
portant fact comes to our notice: 
Mechanica! changes are taxing place at 
an extraordinary rapid paze. The en- 
tire machine age comparatively speak- 
ing is indeed a very shcrt one—not 
more than a hundred and fifty years 
and in America scarcely more than a 
hundred years. And in the last twenty 
years the growth of automatic machin- 
ery has made greater prozress than it 
did in the preceding hundred years. 
Before this very sheet upoa which I am 
writing reaches the reader in final 
printed page, many machines which are 
heralded now as the latest improved 
devices will have become obsolete and 
cast aside as junk. 

When we realize this rapid pace of 
mechanical progress, then the effect 
upon the workers calls attention to 
Samuel Butler’s words from Erewhon 


Reflect udon the extraordinary advance 
which machines have made, and note how 
slowly the vegetable and an:mal kingdoms 
are advancing. The more hizhly organized 
machines are creatures not s> much of yes- 
terday as of the last five minutes, so to 
speak, in comparison with past time. 


Quickly—over night as it were—the 
machine, gigantic, complex and intri- 
cate, has removed the need of muscle 
and brawn. As Fredrick W. Taylor 
puts it, “The Gorilla types are no more 
needed.” Instead we heve a greater 
demand for nervous and mental activ- 
ities such as watchfulness, quick judg- 
ments, dexterity, guidanc:, ability and 


lastly a nervous endurance to carry 
through dull, monotonous, fatiguing, 
rhythmic operations. 

Beyond these chanzed conditions, 
however, rests the larger problem, who 
shall share the results of this great ad- 
vance in machinery? Shall it be a Mr. 
Ford, a Mr. Durant, or a Mr. Jordan? 
Shall it be the consumer who constantly 
is buying a better car at a falling price? 
Or shall it be the workers who are being 
shaped physically and mentally by 
these machines? All of these interests 
perhaps in one way or another are 
now reaping some benefits from the 
progress of the industry. This much 
however seems clear and justifiable: 
That a first charge against the great 
productive increases that machinery 
has made possible are such costs as 
will fully and adequately reward the 
worker whose life is being rigidly 
shaped by this machinery. Shorter 
hours, higher wages, adequate insur- 
ance to cover death, accident, health 
and old age are preferential charges to 
be met before profits and lower prices 
are made available. 

Higher standards oi living, shorter 
hours of labor, a further development 
of art and a greater degree of leisure 
are possible and near at hand as fast 
as man enslaves the machine for his 
welfare, 

But the success of the machine must 
not only be measured by the goods it 
creates. We must see to it that those 
who build and operate it share in a 
greater happiness because of this 
master giant now in our midst. 


Financing the Sale of Automobiles 


By J. A. Estey, Pa.D. 
| Department of History and Economics, Purdue University 


HE tremendous increase in the 

number of automobiles since the 
war has done more than strain our 
highway systems and congest our cities; 
it has brought in its train a financial 
problem of no little complexity and 
magnitude. Financing the orderly 
. marketing of such a volume of costly 
commodities through a multitude of 
small dealers, often ill-supplied with 
capital, would in itself be an intricate 
task; but the burden has been greatly 
increased by the additional necessity of 
selling on the installment plan to the 
vast army of consumers. For a satis- 
factory means of supplying working 
capital to manufacturers and dealers 
who sell on the installment plan has al- 
ways been difficult to devise, and has 
commonly necessitated the organiza- 
tion of a specialized type of financial 
institution, adapted to the needs of the 
business. The sale of pianos, agri- 
cultural implements, furniture and 
electrical appliances have become to a 
very large degree dependent upon the 
aid of the commercial credit and dis- 
count companies that supply the work- 
ing capital of the dealers. 

In the motor industry similar prob- 
lems have led to a similar development, 
and the methods of credit and discount 
companies have been adapted and ex- 
tended by the rapidly-growing institu- 
tions that have arisen to finance the 
distribution and sale of automobiles. 


THE PROBLEM 


Even a hasty survey of the working 
capital requirements of the dealer in 
cars discloses the fact that the retail 
car dealer not only needs more credit, 
but he needs it more intensely than the 


average distributor of merchandise. 
In the first place, if the vast and ex- 
pensive capital equipment of the manu- 
facturer is to be profitably employed, 
the produetion of cars must be reason- 
ably continuous. Unfortunately for 
this purpose, the sale of cars is subject 
to great and unavoidable seasonal fluc- 
tuations that are more serious than any 
correlated variations in the output of 
cars and that have only been partially 
reduced by the use of closed cars. 
Hence somebody must undertake to 
store the excess of cars during the slack 
season; and the dealer usually has to do 
it. For the manufacturers have no 
storage space for such a multitude of 
goods, and even if they had, they could 
not use it, since the cars must be dis- 
tributed throughout the market before 
the seasonal demand emerges, if hope- 
less congestion is to be avoided. So 
that, as in the case of similar goods, 
such as agricultural implements, it is 
the dealer who must undertake the 
function of storage, and this calls for 
an amount of working capital that is 
usually large. The great increase in 
the number of car styles is making this 
working capital even larger. 

In the second place, as motor cars 
have become cheaper, installment sales 
have come to cover the greater propor- 
tion of the field, and this heaps new 
financial burdens upon the dealer. 
Before the advent of the cheap and 
medium-priced car, the buyer was 
commonly a person of means who paid 
cash. He did not expect terms, and 
they were not offered. But the vast 
spread of motoring, the unprecedented 
output of small, cheap cars, the grow- 
ing realization of the economy of cars 
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for business purposes, the great in- 
crease in the use of trucks and tractors; 
all these have put the automobile into 
the hands of people who, for various 
reasons, do not desire to pay cash. In 
some cases, the buyer has not the funds; 
in others, because he uses the car in his 
business, he prefers to pay for it out of 
the current earnings it doubtless will 
produce. So that the dealer, even 
when he has financed his purchases of 
cars, is confronted ‘with the additional 
task of carrying the installment notes 
of the ultimate consumer. And, as in 
all installment business, this is the more 
difficult problem. 

In the third place, when th2dealer ap- 
peals to the bankers for financial aid, he 
commonly finds great difficulty in ob- 
taining adequate accommodation. He 
finds that he is looked upon as not the 
best of credit-risks, and his business as 
one not well adapted to the ordinary 
routine of finance to be found in com- 
mercial banks. And it is a fact that 
banks are not equipped to finance the 
peculiar capital needs of automobile 
sales. The risks involved are not 
necessarily very great, but tae business 
does not measure up to the ordinary 
standards of credit analysis. Many of 
>the dealers do business on a very small 
capital of their own, despite their 
costly stock. They often want funds 
for longer periods than customary, and 
they want to pay back in installments, 
which are a nuisance to handle and 
necessitate a degree of supervision the 
banks are unwilling to give. The 
chattel security in the car they regard 
as subject to abnormally heavy de- 
preciation with the possibility of ad- 
ditional loss in case of repossession. 
And, finally, the investigation in regard 
to the credit standing of the install- 
ment-plan customers is mcre arduous 
and more costly than that usually 
undertaken by banks. 


THE AUTOMOBILE Finance COMPANY 


Such being the situation of the 
dealer, it is evident that, in the absence 
of special financial facilities, the busi- 
ness of marketing cars—and indeed 
of producing them—wculd be sadly 
hampered. 

Fortunately, the banking organiza- 
tion seems always to have had enough 
vitality to adapt itself to changing 
needs, and in this case, as in others, the 
demand for accommodation has elicited 
an adequate response. So we have the 
spectacle in the last few years of a great 
outburst of institutions dealing in au- 
tomobile finance. Some of these were 
established credit companies that have 
reached out into the newer field. But 
many, many new auto credit institu- 
tions have been established, and a few 
have been set up by the producers of 
motor cars who saw therein a means of 
keeping open the channels of distribu- 
tion for their rapidly incr2asing output. 
All of these model themselves more or 
less upon the familiar finance, discount 
or credit company that has operated 
for years in the field of installment sales 
and the discounting of receivables. 
And their particular réle in the scheme 
of firance is to act as an intermediary 
between the commercial banks and a 
type of customer who does not have the 
business and cannot furnish the kind of 
security that bankers can heartily 
endorse. 

The work of the auto-finance com- 
pany is commonly divided into two 
parts: wholesale financing or aiding the 
dealer to buy cars; and retail financing, 
which enables him to sell them on the 
installment plan. The company not 
only advances funds to a dealer who, 
with a modest capital of his own, wishes 
to put:a stock of cars on his floor, but 
when sales are made on credit and the 
dealer has to face the additional dif- 
ficulty of awaiting partial payments, 
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the company finances him again for 
the interval covered by the install- 
ments. As probably 60 per cent to 
70 per cent of all passenger cars and 90 
per cent of all trucks and tractors are 
sold on credit, most dealers will require 
this double accommodation. 

Many finance companies are pre- 
pared to offer either wholesale or retail 
aid. Some, particularly the numer- 
ous, small, local companies, limit them- 
selves to the retail field, and merely ad- 
vance on the instaliment notes of the 
ultimate buyer. Apparently no com- 
pany specialises in wholesale finance 
only. 


WHOLESALE FINANCING 


In wholesale financing, advances are 
made to the dealer upon his promissory 
note or acceptance, fortified by the col- 
lateral security of the car. The amount 
of the advance averages about 66 per 
cent of the value of the car, though 
some run as high as 90 per cent, some 
as low as 50 percent. Usually the per- 
centage will be higher for passenger 
cars than for trucks, and for cars stored 
in a public warehouse than for cars kept 
on the dealer’s floor. The loans run 
for various lengths of time, the most 
common being 60 or 90 days. For the 
additional protection of the finance 
company, the notes of the dealer are 
often indorsed or guaranteed by the 
manufacturer of the car. Sometimes 
the manufacturer agrees, in case the 
dealer defaults, to repurchase the car 
and pay all expenses. Many car 
makers are apparently willing to in- 
dorse in order to aid in the orderly 
marketing of cars and in keeping the 
channels clear for regular output. 
But this practice is not universal.. 
Some finance companies do not or are 
not able to demand it. Some manu- 
facturers—Ford, for example—will not 
do it im any case. 


The physical collateral behind the 
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dealer’s obligation is the car itself. 
When the car is placed in a public ware- 
house, the warehouse receipt is made 
out or indorsed to the finance company. 
If cars, on the other hand, are placed on 
the dealer’s floor, the dealer may exe- 
cute a chattel mortgage, or the car may 
be held under a lease agreement or 
conditional bill of sale, the particular. 
security used depending largely on the 
state where business is done. In all 
cases ample provisions protect the 
lender against misuse of the security by 
the dealer—as for demonstration pur- 
poses—and immediate repayment of 
the loan is generally required in the 
event of the car being sold. l 
Just what will be the aggregate 
credit extended to the dealer will de- 
pend upon considerations such as rule 
in orthodox banking. Though the col- 
lateral in the cars, protected by ample 
provisions, might seem in itself to 
measure the total volume of advances, 
the integrity of the dealer must be 
taken into account. Fraud and deceit 
may still arise in the use of collateral 
security and, as in all banking, the 
credit statement of the dealer, checked 
by some investigation of his business 
reputation, plays a large part in de- 
termining his time of credit. 
true, even though the car is eminently 
saleable, and the dealer is backed by 


the indorsement of the manufacturer. 


RETA FINANCING 


Retail financing differs only in detail 
from wholesale. Ia this instance, the 
obligation arises out of the purchase of 
the car by the consumer. In the aver- 
age plan, the buyer pays cash sums 
varying from 30 per cent to 50 per cent 
of the price of the car, and gives for the 
deferred balance a series of notes, or a 
note with a schedule of payments, call- 
ing for a certain number of monthly 
installments. Payments are spread 
over various periods of time ranging 


This is, 
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from five to sixteen months. The 
notes of the purchaser are as a rule in- 
dorsed by the dealer, and it is upon 
them thus indorsed that the finance 
company makes its advances. The 
dealer is thus able to shift the burden 
of carrying his customers. He virtu- 
ally gets cash for every sale, frees his 
capital for further uses, and, as the in- 
stallments are usually paid directly to 
the finance company, is relieved of the 
burdensome details of supervision and 
collection. 

As in wholesale financing. the finance 
company is protected by a lien upon the 
car which, as before, varies in form from 
state to state. In some staces a chattel 
mortgage form is used and title passes 
to the purchaser of the car. In others, 
this is replaced by a conditional bill of 
sale or a lease agreement, whereby the 
title remains with the finance company 
and only passes to the buyer upon ful- 
filment of all the conditions stipulated 
in the contract. Cars, however, under 
this plan are being placed in actual 
service, and, being thus exposed to the 
ordinary accidents of use, necessitate 
additional provisions to meet the risks 
involved. The most notable of these 
is the requirement of insurence against 
»theft, fire and collision, zhe cost of 
which is often included in the charges 
levied on the buyer. In some cases it 
is a separate charge the customer must 
meet, but it is always there, and often 
it adds to the profit of the lenders 
through the commission they obtain 
for every policy placed. The normal 
depreciatior. of the car is arcply covered 
by the large initial payment and rapidly 
recurring istallments. Indeed the 
security covering the unpaid advance 
rises continuously, relatively to the 
indebtedness. 

But even with this excellent col- 
lateral security, credit mus: be granted 
with proper caution. Irresponsible 
people are not good credit-risks under 


any circumstances; and to guard 
against the danger of excessive repos- 
session all companies attempt to assess 
the credit standing of every buyer who 
makes time payments. Such state- 
ments as are demanded from the buyers 
are much less complicated than those 
used in commercial banking, but they 
do attempt to obtain valid information 
on bank accounts, property owned, 
free or encumbered, and the source of 
income from which payments on the 
car may reasonably be expected. Per- 
haps the information thus elicited is 
not as full as could be wished, but 
it is demanded, and indeed doubly 
demanded. For not only does the 
finance company make its customary 
investigation, but the dealer, in order 
to protect the indorsement he will be ex- 
pected to add to the purchaser’s note, 
is quite as much interested in a credit 
survey, and usually makes some in- 
vestigation of his own, possibly through 
his local knowledge adding what the 
agents of the finance company may not 
be able to discover. 


Sources or FUNDS 


The funds with which the finance 
company supplies the needs of the 
dealers come from various sources, as 
do those of any company. The initial 
funds are supplied by the proprietors 
of the company and various additions 
may be made to these as profits are 
turned back into the business. But 
the great bulk of their resources, three, 
four or five times their owned capital, 
is obtained by borrowing, and most of 
their borrowing is from the commercial 
banks. Their business brings into 
their possession large volumes of 
promissory notes, usually double-name 
paper, secured by merchandise col- 
lateral, that are highly negotiable when 
given the additional backing of indorse- 
ment, and their cash resources can be 
enormously augmented either by the 
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sale of these notes to banks, directly or 
through brokers, or by depositing them 
with a trustee, and issuing thereupon 
their own collateral trust notes to be 
marketed through the usual channels. 

Smaller concerns rely heavily upon 
direct loans at banks, the amounts de- 
pending on their capital and the in- 
tegrity of their directors and officers. 
But the larger concern tends to adopt 
more and more the practice of issuing 
collateral trust notes of short duration 
and in denominations of from $500 to 
$100,000. These are offered to banks 
at the rates for good commercial paper, 
or perhaps a little higher, and disposed 
of, usually, with little difficulty. The 
collateral itself carries the indorsement 
of the finance company, and usually 
shows a margin of 20 per cent, and the 
banks are inclined to regard the col- 
lateral trust notes issued thereon as a 
good investment. The rate, too, is 
usually attractive and the maturities 
of conveniently varying lengths, com- 
monly 60, 90, and 120 days. 

It is thys evident that the ultimate 
source of the working capital needed 
for the distribution of automobiles is 
very largely the commercial bank. 
Only it has been necessary to set up 
this intermediary organization of the 
finance company between the banks 
and a business they distrusted, to the 
end that a guarantee of respectability 
and fair credit-risk might be secured. 
For, after all, working capital require- 
ments and short-time loans must 
inevitably be taken care of by the ap- 
propriate institutions therefor. And 
commercial banks have been drawn in 
because it is theirown sphere of business 
and they could hardly keep aloof. It 
is only a question of devising the proper 
machinery. Banks may not be willing 
to lend railroads wherewith to buy 
equipment, but they will undoubtedly 
invest in equipment notes issued by 
a car trust. They may be loath to 


finance the sale of live stock, but they 
may quite properly regard the obli- 
gations of the cattle-loan company as 
an admirable investment. Similarly, 
though the sale of automobiles on in- 
stallments may not attract the im- 
mediate aid of banks, they have no 
objection to lending on the security 
afforded by the automobile finance 
company. 


Tu» Cost oF SERVICE 


The automobile finance company is 
thus really an intermediary. It may 
be called a bank and be chartered, as 
some are, under state banking laws; 
but it is essentially a machinery for in- 
vestigation, indorsement and guaran- 
tee, and for the pooling of many petty 
securities. And this is important to 
remember in judging of its value to 
society and of the costs of its services. 
For it has undertaken a job which may 
involve no little expense, and need a 
corresponding reward. 

Indeed the expenses are not small. 
The investigation of the credit standing 
of a multitude of small business and 
non-business people, the handling of 
the chattel security, the scrutiny and 
supervision demanded by the method 
of repayment, in some cases the addi- „ 
tional cost of insurance, in others the 
cost of foreclosure and repossession, 
constitute a considerable burden of ex- 
penses which the borrower must pay. 
Add to these the interest on the loan, 
and some compensation for the risks 
involved, and the charges must ob- 
viously rise higher than the customary 
levies of commercial banks. True, the 
risk in ordinary times is not excessive, 
for relatively few cars have to be re- 
possessed—not more than 1 per cent of 
the total—and the percentage of over- 
due accounts ranges from 20 per cent 
down to as low as 1 per cent, depending 
on the company. Indeed, ordinarily 
the expense incurred is in maintaining 
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the machinery for avoiding loss rather 
than in the loss itself. Still the risk is 
there, and it may materialize sometimes 
with dangerous rapidity. Any con- 
siderable volume of repossession, such 
as would make sales difficult and render 
assets unrealizable, would be a serious 
matter. Such a calamity might hap- 
pen to any badly managed company, 
particularly the small local company 
too eager for business and not suff- 
ciently rigid in credit investigation. 
It might happen to all companies in 
general in a severe business depression 
when vast numbers of cars are sacri- 
ficed. What this means is fully illus- 
trated by the difficulties of 1921~1922. 

Keeping in mind this Dackground of 
the finance company’s ccsts, one might 
ask in conclusion what is the usual 
charge for their advances. On the 
average, they charge abcut 15 per cent 
on the funds outstandmg. Whether 
it could be lower than this is conjec- 
tural, but it is claimed that 12 per cent 
is the lowest rate consistent with the 
making of profits. Many companies 
charge more than 15 per cent; some 
charge as high as 36 per cent under 
some circumstances. Often the rate is 
concealed by the peculiar methods of 


repayment commonly adopted. When 
interest is charged for the whole time 
of the loan on every installment, no 
matter whether paid back in one month 
or in twelve, a nominal rate of 8 per 
cent or 9 per cent may work out at 15 
per cent or 20 per cent in practice. 

In short, the method is not cheap. 
Perhaps it cannot well be cheaper, all 
things considered; but the buyer of cars 
who can command money at any rate 
less then 15 per cent could afford to 
borrow and pay cash for his car. That 
more do not do so may be because they 
do not realize what the installment plan 
costs. But there will always be multi- 
tudes of buyers who for material or 
psychological reasons prefer time pay- 
ments, and on their trade the finance 
company will continue to thrive. Cer- 
tainly the enormous and increasing 
number of sales on credit would seem 
to prove that auto-finance companies 
are only responding to a lively and 
insistent demand. In any case, one 
must not only admire the ingenuity 
with which they have gone about to 
perfect their peculiar type of finance, 
but one must recognize that they have 
added one more permanent unit to our 
complicated financial organization. 


Financing the Automobile 


By Henry G. Hopess, Px.D. 
Treasurer, Reading Investment Company, Reading, Pa. 


ROM the figures obtained by an 

association of the larger automo- 
bile finance companies, allowing for an 
additional fair estimate of the business 
done by the unassociated companies, it 
seems reasonable to conc_ude that there 
were in the neighborhood of two million 
automobiles financed in this country 
last year. With an average financed 
amount of $500, we secure a vision 


basis of our particular phase of the sub- 
ject when we realize that $1,000,000,000 
worth of retail financing was done by 
these companies in 1928. This amount 
is increased by approximately $150,- 
000,000 advanced to the automobile 
dealer. These loans to the dealer have 
much shorter maturities than the notes 
of the retail purchaser. 
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FINANCING THE DEALER 


Automobiles are shipped by the 
manufacturers to the dealers, or to 
their large distributing agencies, with 
drafts attached to the bills of lading, 
through the local banks, which collect 
and remit to the manufacturers. If 
the dealer can finance himself or secure 
sufficient credit from his local banks, he 
does not deal with finance companies 
so far as his own purchases are con- 
cerned. If, however, his credit facili- 
ties are limited, as they often are, the 
dealer looks to the finance companies 
for assistance supplementary to that 
obtained from the banks. This is par- 
ticularly true during the three winter 
months when his stock must be large if 
he is to be in position to make prompt 
deliveries to the spring and summer 
trade. The usual plan is to have the 
finance company advance from 75 per 
cent to 85 per cent of the dealer’s cost 
of the automobile, and to take title to 
the automobile to secure the loan. 
The average charge for this accommo- 
dation is about 34 per cent to 4 per cent 
for three months, which charge in- 
cludes the cost of fire and thrift insur- 
ance on the car. The policy is held by 
the finance company to protect its in- 
terest in the security. This plan en- 
ables the dealer to prepare for future 
business to an extent that the usual 
banking facilities will not provide. 
The automobile which secures this 
account is either left with the dealer as 
“bailee,”’ for display purposes—the 
so-called “Floor Plan”—or is stored in 
a bonded warehouse in the name of the 
finance company. 


Tap Reraw Trwe SALI 


Tn an even larger percentage of cases 
the retail buyer needs help in buying 
his car. This figure has been generally 
accepted as 70 per cent of the number 
of cars sold, and in the case of the 
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cheaper cars the average is much high- 
er. When the amount of business was 
small the dealer could probably take 
care of his notes receivable through 
his bank. But as the business grew, 
these customer notes went far beyond 
the dealer’s ability to discount. The 
finance company was called into exist- 
ence by the insistent desire for an in- 
creased distribution. For this phase 
of the business the finance company 


supplies the dealer with all the neces- - 


sary forms and instructions. The re- 
tail purchaser’s note is made out di- 
rectly to the finance company or to the 
dealer and assigned or assigned and 
endorsed by him to the benefit of the 
finance company which discounts the 
note. The retail buyer pays from one- 
third to one-half the selling price of the 
car. To the balance is added the 
finance company’s charges. This total 
is divided into from six to twelve 
monthly payments, which are made 
direct to the finance company by the re- 
tail purchaser. Included in the charges 
are interest, service and insurance. 
The service charge covers the credit 
investigation and the cost of collection. 
These items are of the same general 
nature as those of a commercial bank- 
ing transaction, but they are pursued 
more thoroughly and in a detail com- 
mensurate with the risk involved. The 
cost of collection is considerably more 
than is the case in the ordinary banking 
transaction. The investment is being 
paid for out of earnings; there are a 
number of monthly installments; the 
borrower often is a considerable dis- 
tance from the lender; the lender has an 
insurable interest in the security and 
must become the active party in the 
event of an insurance adjustment. 
The insurance item depends on the 
plan of the finance company, but al- 
ways includes fire, theft, transporta- 
tion, and a fraudulent conversion bond. 
In many instances there is, in addition, 
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collision insurance against losses in 
excess of $100. 

In addition to these precautions 
against possible loss, at least two of the 
larger firance companies have insured 
themselves against loss on “‘repos- 
sessed” cars. This rate is fixed by 
private arrangement between the in- 
surance zompany and the finance com- 
pany, and is usually a flat charge per 
car. It is a foregone ccnclusion that 
. the insurance company must charge the 
“probable loss” in add:tion to over- 
head and a profit. So :t is generally 
understood that finance companies 
using this method of insurance do so to 
increase their own borrowing capacity. 
Large finance companies can carry this 
risk mcre cheaply than the insurance 
comparies can carry it for them. The 
loss ratio on this class o? business does 
not average more than $ per cent of the 
volume in carefully managed compa- 
nies. Inthe smaller companies the loss 
ratio will have a much widerrange. It 
will depend more directly on the caliber 
of the personnel, simply because the 
spread is smaller. In some of these 
smaller companies the loss ratio is as 
low as yy per cent, while in others it has 
forced liquidation. 


Tue Fovance Company 


The popular conception of the fi- 
nance company is coming more true to 
form every year, as & growing clientele 
“partake of its blessings.” It has been 
viewed by many as a pewn-shop plan of 
unthr‘fty automobile purchasing. ‘The 
picture includes a poor working man, 
buying something that he cannot afford, 
at the solicitation of a prevaricatious 
salesman, with an unscrupulous finance 
company in the background, ready to 
add disaster to an already impossible 
situation. The several elements in 
this picture must be subjected to sof- 
teninz tones to bring them to a fact 
basis, and produce th2 true picture of 


blending interests in place of the con- 
trasting selfishness of the other. Asa 
matter of fact the business man, who 
can well afford the first cost and oper- 
ating expense of a 85,000 to $8,000 car, 
seldom has the cash lying in bank to 
cover this purchase. He gives his 
promissory note to the dealer who has 
it discounted through the buyer’s bank, 
or he has his own note discounted and 
pays the dealer with borrowed cash. 
Reductions on his note are in effect 
installment payments. Furthermore, 
these reductions are met with surplus 
income, the same general scheme car- 
ried out in the case of the popularly 
known “financed” car. The only dif- 
ference is that the “‘business man” 
buyer has access to regular banking 
credits for this purchase, as well as 
his business transactions, while the 
“financed” buyer does not have such 
a commercial banking opportunity. 

With these attitudes of the general 
public, the dealer, the time-payment 
automobile buyer and the banker, it 
may be realized, without any undue 
stretch of the imagination that such 
finance companies as operate success- 
fully in this new field for a period of 
five years, let us say, have had many 
obstacles to overcome. With the sur- 
vivors doing an increasing and success- 
Tul business, we must look for the cause 
in some form of service not included in 
the casual conception of their function 
in our financial structure. We must 
admit that many companies have done 
and are doing considerable harm to an 
industry that sorely needs the best at- 
tention of capable minds, due to its in- 
fancy and size. A pertinent side- 
glance at the mortality of the finance 
companies is suggested in a quotation 
from the Eastern Underwriter, an in- 
surance journal: 

A list of finance companies was made 
up not long ago and they numbered 600. 
This paper asked an authority on this 
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subject how many of these would rank as 
permanent going concerns with a sound 
financial foundation. The answer was 
fifty. 
Ecoyomic FUNCTIONS OF THE 
FINANCE COMPANY 


It is distinctly a service that the 
finance company has to sell. This 
service, we will try to point out, main- 
tains a nice balance among the manu- 
facturer, the dealer, the bank and the 
ultimate consumer, in a system which 
would never have grown so rapidly, on 
such a firm basis, if it were not for the 
interposition of this service-adjuster. 
In the first place it is fair to, assume 
that the manufacturer of automobiles 
would not be able to finance the dealer 
during the unseasonable selling period. 
If he did, he would be compelled to 
carry for three or four months an enor- 
mous stock of finished cars awaiting the 
dealer’s spring demand, or he would 
have to ship to the dealer on open book 
account during this period. In either 
case the problem for the manufacturer 
would be the same, and one which he 
would not be able to cope with. ` It is 
certainly safe to say that no manu- 
facturer could successfully solicit bank 
assistance to carry an unsold stock of 
finished cars, on a year-round produc- 
tion basis, for a period of four months. 
It is within recent memory that even 
the Ford Motor Company was credited 
with “dumping” its entire finished 
product on its dealers in a dull selling 
period, due to financial pressure. Fi- 
nance companies all over the country 
relieved the dealers of the pressure 
caused by this dumping transfer of 
frozen. credits. 

The banks do not look with favor on 
automobile financing for the dealer, ex- 
cept as his known business ability or 
tangible assets warrant extension of a 
credit which is certainly limited. This 
would be the natural consequence in 
any new line when estimated by our 


most conservative appraisers—the 
bankers. The very circumstances of 
the case created a need for some new 
credit medium, and the new finance 
companies supplied it. Ifthey had not 
filled the need at this point, and the 
manufacturer found it impossible to 
carry the frozen assets of stored auto- 
mobiles, there would be just one an-. 
swer. Production would be kept down 
to meet the seasonable demand condi- 
tions, with the consequence that the 
price of the automobile to the consum- 
er would be kept at the high price of 
five or ten years ago. Thus it was that 
the finance companies bridged the gap 
and made possible the continuous and 
increasing production of cars, which 
was responsible for their continually 
decreasing cost. The manufacturer 
can base his year’s production on the 
estimates contained in his dealers’ con- 
tracts, and spread that production 
evenly throughout the year. He can 
ship cars to his dealers as they are 
made and not as they are sold by the 
dealer. The finance companies absorb 
the credits which the manufacturers 
cannot carry. 

In the same way the dealer is, in his 
turn, helped in the distribution of the 
credits demanded of him by the retail 
purchaser. The banks will not take 
the paper and the dealers cannot. By 
handling these retail credits in large 
groups the finance company not only 
relieves the dealer, but the loss ratio 
is distributed as between localities, 
dealers and makes of cars. In this 
phase of the work the finance company 
not only absorbs what would otherwise 
be a frozen credit in the hands of the 
dealer, but it performs another impor- 
tant service by the credit and collec- 
tion facilities it brings to the assistance 
of the dealer. The banks are not pre- 
pared for this service from the stand- 
point of training or equipment. These 
new agencies made this work their 
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business, and necessity ccmpelled a 
rapid and thorough training for those 
that would survive. Leaving out of 
account the economic desirability of 
the automobile purchase by the con- 
sumer, the note which is a part of 
the purchase is to be met from his cur- 
rent income. It therefore becomes 
important to get information on this 
phase of the note-giver. The finance 
company goes even beyond that. It 
considers the intrinsic value of the auto- 
mobile itself, as well as the financial 
responsibility of the manufecturer and 
the dealer. All these items have a 
direct bearing on the value of the notes 
offered. Such a searching examination 
is not only a benefit to the finance com- 
pany involved, but it is a benefit to the 
entire automobile industry, since it 
acts as a continual weeder of those on 
the margin, both among the manu- 
facturers and the dealers. This proc- 
ess always operates to the benefit of 
the purchaser. He is more likely to 
have an automobile which will con- 
tinue to be manufactured at a reason- 
able price, together with service from 
a dealer who will continue to be a deal- 
er. Nothing about our present bank- 
ing system would lead us to believe 
that we could expect from. it such a 
co-ordinating benefit. 

In addition to this service which goes 
before, there is the very important serv- 
ice which comes after the sale of the 
car. For this the dealer and the bank 
is even more unfitted than for those 
functions outlined in the preceding 
paragraph. The note usually covers 
ten or twelve monthly payments. 
This is a longer period than is custom- 
arily allowed on time pager by the 
banks. Again, the maker o- this paper 
is not accustomed, usually, to banking 
practices, and the banker is not trained 
to collect this type of installment note. 
Such a situation potentializes a friction 
which will court loss to all concerned, 


and particularly to the dealer. De- 
linquent payments must be followed up 
with machinelike punctuality, but with 
a peculiar adjustment of the human 
element that will protect the dealer’s 
future business. Then if it becomes 
necessary to repossess the car securing 
the account, an organization to handle 
resales must be at the command of the 
financing agency. Here again the im- 
‘possibility of the bank doing justice to 
the collection of this type of account 
suggests itself. 

An excellent graphic illustration of 
the absorption of credits by the finance 
company is borrowed from an explana- 
tion of the subject by Emlen S. Hare.! 
See page 54, 


REDISCOUNTS 


It is not customary for the finance 
company to operate entirely on its own 
capital. In fact, when an efficient oper- 
ating organization has been whipped 
into shape and has produced results, 
more business will flow to the company 
than it can usually take care of from its 
capital investment. At this point the 
organization is able to take on addi- 
tional business with an increasing net 
return, if outside capital can be had at 
reasonable rates. The finance com- 
panies turn to the banks. There are 
probably numerous ways of obtaining 
this additional working capital, but 
three methods are commonly employed. 
The company may have its own cor- 
poration notes discounted directly, or 
it may sell its commercial paper, with 
varying maturities, through commer- 
cial paper houses which sell to banks. 
This type of commercial paper pays an 
attractive rate, and is considered a safe, 
temporary investment for the bank. 


1 Mr. Hare is Vice-President of Hare & Chase 
Inc., of Philadelphia, a company engaged in the 
financing of automobiles in a number of eastern 
and middle western cities. 
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How THS ÅUTOMOBILE FINANCE Company Laqcipares REDIT AND SAFEGUARDS It BY 
SPREADING TRE Risk 


The seasonal nature of automobile buying necessitates borrowing by automobile manufacturers or 


dealers, cr both. 


No attempt has been made to verify the figures used below as the object is merely to present a 
condition which must always exist to a greater or leas degree. 

The following illustration assumes that the automobile manufacturer with a yearly output of 
$50,000,000 will require a loan of $10,000,000 during the winter months. 


Unit of credit if the factory 
stocks its finished cars 






Unit of credit if the Unit of credit if fin- 
dealer stocks the fin- ished cars are financed 
ished cars to retail purchaser 
$10,600,000 $8,500 loan required $600 loan required 
loan —— 
required 
One of 1,000 Ons af 10,000 
dealera retai buyers 

Dealer borrows 85% of his Retail buyer borrows 60% 
cost and pays 15% by cash. of his cost and pays 40% in 
Therefore, an $8,500,000 cash. Therefore, a $8,000,- 
loan distributed among 1,- 000 loan distributed among 
Automobile manufac- 000 dealers liquidates a 10,000individualsliquidates 


turer with 850,000,000 
output 


$10,000,000 loan at factory, 
and distributes the mer- 
chandise so a3 to be avail- 
able to the retail bnyera. 


an $8,500,000 loan to deal- 
ers and the ultimate liqui- 
dation of loan is no longer 
dependent on sales. 


As some 70% of the public desire to buy on time, any credits extended to manufacturers and 
dealers are hazardous and immature, unless a means of buying on time is afforded the public. 


Some of this paper pays as high as 7 
per cent. 

Again, the finance company may 
give its corporation note secured by 
its retail-purchaser and dealer notes 
receivable. Often the bank is made 
trustee for these receivables, the finance 
company agreeing to substitute other 
notes of equal or larger amount, or 
cash, for any note taken from the trus- 
tee bank. These substitutions occur 
whenever any customer of the com- 
pany liquidatesan account. The bank 
may agree to advance the company 
from 50 per cent to 75 per cent of the 
total balance due on its trustee notes. 
In view of the fact that there is more 
than an ordinary service in this bank 
loan, a rate is fixed, through the carry- 
ing of cash balances by the company, 


which will adequately compensate the 
bank for its loan and service. 

The third method is for the finance ~ 
company to arrange for a straight re- 
discount rate on its customer notes 
with a bank in the territory where these 
notes originate. In this case the orig- 
inal maker of the note is notified by 
the rediscounting bank to make pay- 
ments to it direct. The bank thus 
acts as a receiving agency for the finance 
company. In its endorsement the 
finance company agrees that, in event 
of any installment not being paid on 
the day on which it is due, such in- 
stallment shall be subtracted by the 
bank from the finance company’s bal- 
ance. Then the company must get on 
the job as the collecting agency—a de- 
tail which the bank is not prepared to 
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handle. In this case the bank renders 
a small item of the service included in 
the finance company’s work, and is 
compensated accordingly. Sometimes 
there is a flat amount allowed the bank, 
in addition to the interest, cn each note 
so handled. Another plan is to allow 
the bank a preferential rate—as high as 
9 per cent—to cover interest charges 
and the cost of receiving the install- 
ments. ‘The margin to the company in 
this transaction comes frcm the fact 
that, whereas the bank figures “‘simple 
interest” on each installment for the 
time it is to run, the compary figures its 
interest rate on the face of the note. 
Under this plan the compeny benefits 
from the possible turn-over of the in- 
stalments. From the margin it must 
get its operating expenses and profit. 
It is evident, therefore, that the 
greater the volume of this rediscount- 
ing the company can arrange for, the 
smaller will be its overhead spread on 
each account handled, and the greater 
the net profit on its own cavital invest- 
ment. If the company was restricted 
to its own capital and had a theoreti- 
cally perfect turn-over, that turn-over 
would occur twice each vear. As a 
matter of fact the actual turn-over on 
its capital will be a little better than 
this, due to anticipations on some of its 
customer notes. But with the redis- 
counting methods here outlined, the 
turn-over on capital may ke pushed to 
twenty or thirty times a year, or even 
more. One well-known company did 
a business of nearly $83,000,000 in 1923 
on a capital and surplus of $1,600,000. 
At this point it is interesting to note 
the percentage of delinquent payments 
on this type of installment note. Ina 
well-managed company it will not be in 
excess of the delinquencies on mortgage 
interest payments. In actual prac- 
tice the ratio is about the 3ame. The 
collection of mortgage interest by trust 
companies and other agencies has been 


of such long standing that age itself has 
lent a feeling of security as to the rela- 
tive promptness of these interest pay- 
ments. But ask the officer in charge of 
such collections at some institution 
with which you are familiar. Doesn’t 
it speak well, therefore, for the methods 
practiced by the better finance com- 
panies, when we realize that their ratio 
of delinquent collections is not appre- 
ciably worse than mortgage interest 
payments? We must realize that age 
has given force to the idea of prompt, 
mortgage interest payments, which 
occur twice a year, while the install- 
ment notes, secured by the financed 
automobile, is a comparatively new 
thing and the payments must be made 
monthly. 


CHARGES AND PROFITS 


The average charge made by the 
finance company on a new car, in a 
transaction where the cash paid by the 
retail purchaser amounts to one-third 
of the selling price of the car, and the 
note is to run for one year, is from 9 per 
cent to 11 per cent of the amount 
financed. Second-hand cars take a 
higher rate. The note will call for the 
balance due the dealer, plus the finance 
charge and the cost of the insurance. 
The finance company also receives a 
broker’s or agent’s commission on the 
insurance. These company insurance 
accounts are considered sub-standard 
risks by the large insurance companies, 
on account of a number of features 
which may well be imagined. But 
from the standpoint of volume of busi- 
ness coming from a single source, and 
collection of premiums which is made 
monthly and promptly by the finance 
companies themselves, the account is 
a desirable one. Exclusive of this 
insurance item, the net profit of the 
finance company on the average car re- 
quiring $500 is from $5 to $10, depend- 
ing on the numerous conditions under 
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which it is operating. Some of the 
small companies operating in a local 
field with a small overhead, if they push 
their rediscounts, may reach the latter 
figure. There are so many factors en- 
tering into the final figure that its de- 
tailed treatment is impossible in this 
article. It must be understood, too, 
that these companies lay aside con- 
siderable surpluses to protect contin- 
gent losses and to increase their own 
credit facilities. When profits earned 
on these surpluses are credited with 
the profits earned on invested capital, 
the total bears, in the case of well- 
operated companies, a favorable ratio 
to the original capital. 

As we have suggested that many of 
the companies are below standard, this 
low figure of $5 is often shrunk to the 
other side of zero. ‘The result is easily 
attainable if the dealers, the cars and 
the general credits are not. watched 
closely. One authority suggests that 
there are about twenty makes of cars 
worthy of the finance company’s opera- 
tions, and the sooner the manufac- 
turers and the dealers handling the 
balance are pushed beyond the margin 
by the lack of credit facilities, the bet- 
ter it will be for the automobile indus- 
try in particular and the public in 
general. 

From the standpoint of profits alone 
the finance company must rather be 
contrasted than likened to a diamond 
mine. ‘There are the average number 
of failures among these companies. 
Like most other business enterprises 
the reward is attractive to intelligent 
industry. Many attempts that lacked 
constant and far-sighted attention to 
details ended in disaster. This is true 
in both the large and the small com- 
panies. Several large losses may dis- 
courage the small company. The cost 
of stock promotion, large salaries to 
non-working entrepreneurs, heavy ex- 
penses of a centralized branch-office 
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system in distant cities, high redis- 
count and insurance rates, and a gen- 
eral inattention to the business by the 
holdmg ‘‘owners” of free, common 
stock in the larger companies, has fur- 
nished spicy liquidation reading for 
the financial page of our newspapers. 
These records in the hands of some 
bankers who do not understand the 
underlying plan, and hence cannot es- 
tablish the proper relationship between 
cause end effect, have caused a mis- 
trust of finance companies with a con- 
sequent high interest rate for rediscount 
accommodation. This mistrust is grad- 
ually dacreasing as a large number of 
successful companies are establishing 
their credits by operations reflected 
through their balance sheets. 

It would seem entirely fair to con- 
clude that the finance charge and net 
profit cn the average unit is inconse- 
quential as compared with the total 
cost of the car and the direct service 
renderel the dealer and the buyer. 
When we consider these figures in re- 
lation to the general benefits to the 
industry and the public, as noted pre- 
viously in the flow of credits, and the 
increased and steady production in- 
fluences, we must conclude that the 
service :s truly an economic one, since 
it leaves a goodly margin of benefits 


-after the cost of its functions is sub- 


tracted. 


WEAKNESSES OF THE FINANCE 
COMPANY 


A mushroom company, organized on 
a water basis and operated with an oil- 
well vision, has a wonderful opportu- 
nity for spreading industrial disease. It 
will assist automobile manufacturers of 
its own ilk by advancing “Floor Plan” 
money to dealers who do not know the 
difference between gross and net profits. 
By maintaining these dealers for a 
time, it gives a portion of the public an 
opportunity to invest in cars that will 
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soon be known as “orphans ”—auto- 
mobiles no longer manufactured. Or- 
phans have a low intrinsiz value, a 
very small resale value, and are an 
economic loss even before conception. 
These conditions are naturally prece- 
‘dent to loose retail credits. This type 
of dealer falsifies the cash consideration 
or the trade allowance on th2 traded-in 
car. He will also give false declara- 
tions as to the year model o? the car to 
be financed, as well as any other misin- 
formation that may serve hi3 purposes. 
His “service” to the buyer is of the 
same general style, and that service has 
a decided effect on the desire of the 
buyer to meet his installmen: payments 
with the finance company. The circle 
is completed, and its undesirability and 
consequent loss toall concerned becomes 
continuously greater, as long as the 
combination is allowed to survive. 
The only saving feature in this situa- 
tion is that such companies never have 
an ancient lineage. They are neces- 
sarily self-destroyers, and their inves- 
tors’ money must be used to heal the 
many wounds. This particular kind of 
commercial microbe will be less prev- 
alent as financing business becomes 
more firmly established. 


ADVANTAGES OF THE FNANCE 
COMPANY 
1. It is a service organization with 
special training and equipment for 
passing on the credits and collecting 


the payments on installment automo- 
bile accounts, 

2. By gathering business from varl- 
ous localities and makes of cars and 
types of dealers, it spreads the loss 
ratio so that it is not felt as a burden at 
any one point. 

8. Scientific credits in this one field 
inject a stabilizing influence through- 
out the industry. 

4, It hastens the weeding out proc- 
ess of manufacturers and dealers 
operating near the economic margin. 

5. It relieves frozen credits for the 
manufacturer and the dealer. 

6. It provides a safe medium for the 
transfer of regular commercial credits 
to the new automobile industry. 

7. It serves as the linking credit 
medium as among the bank, the manu- 
facturer, the dealer and the buyer. 

8. By its providing a wider distribu- 
tion it makes possible large scale pro- 
duction, with consequent savings in 
cost and selling price. 

9. By providing for the distribution 
to dealers of the finished product dur- 
ing the dull season, it makes possible 
steady production, an important item 
in the cost of manufacture. 

10. It makes possible retail purchase 
of automobiles from income rather than 
capital. This method has long been 
recognized as sound in other phases of 
the transportation problem, such as the 
railroads and water carriers. 


The Automobile and the ‘‘Home’”’ of the Future 


By Jonn FE. Harseson, M.S. 
School of Fine Arts, University of Pennsylvania 


We are still apt to think of home 
as an individual house—de- 
tached, as the realtors say, or at least 
semi-detached—with its own yard and 
garden, at any rate with a space for 
children to play in; having a dining 
room on the first floor as well as a living 
room, pantry and kitchen; and above 
stairs a spare room and a store room as 
well as the bedrooms of the family, 
these latter still ample in size. 


Mopvern Livine Destroys THE Home 


However, if we make a survey of 
housing today, we find this picture 
represents but a small proportion of 
this element and that proportion is de- 
creasing each year. Housing is tend- 
ing to change in several ways, the 
extreme being the efficiency apartment, 
“all front and no back.” This usually 
contains a living room, which becomes 
at other times dining room or bedroom 
by means of various ingenious folding 
devices, there being in addition to this 
room of all purposes only a small and 
compact bath and a likewise small and 
compact kitchenette, or possibly only a 
closet space in which are placed a gas 
stove, refrigerator and sink with ingen- 
ious racks and drawers for supplies and 
utensils. This type of home houses a 
small percentage of the population as 
yet, but is one which is growing yearly. 

In between these two extremes are 
various types of housing, ranging up the 
line of compactness and so-called ef- 
ficiency, but becoming more materialis- 
tic and less sentimental as they grow 
more compact and efficient. 

This progressive change in housing 
has of course been caused by like chang- 
ing conditions of the life of present-day 
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civilization. Asa people we were origi- 
nally simple in our tastes and demands, 
perhaps because we did not know 
of anything else. We are become 
luxury-loving, pleasure-seeking, less 
placidandmorenervous. Luxuriesand 
pleasures cost money. Large rooms 
and detached houses cost money— 
more of course than before—because 
the workmen who build them are paid 
higher wages than formerly, they, too, 
demanding their share of the luxuries 
and comforts, and therefore the money 
that makes these possible. As a peo- 
ple we are choosing the smaller rooms, 
the pleasures and excitements, and the 
expensive comforts. We are spending 
money on a number of things our 
grandfathers did not have: a bath to 
each bedroom—this is certainly the 
tendency; a heat of more than 70 
degrees throughout the winter; running 
hot water, day or night, and in quan- 
tity; excitement at meals—music; and 
our pleasures have become expensive: 
theatre tickets now costing what would 
have been within the memory of man 
a week’s wages of alaborer. Even our 
attempts at physical well-being cost 
money, it being essential that we wear 
the proper sports attire, and these 
always of the latest model. 

In addition to the demands of mod- 
ern life already mentioned is the auto- 
mobile, which is sometimes a conven- 
lence, sometimes a means of recreation, 
but in either case has a. considerable 
effect on present day living. It is an 
expense, as are the other luxuries of 
modern life, and somewhere in the 
budget of the motorist must be found 
an average of $500 yearly for running 
charges, taking no account of deprecia- 
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tion. In reducing the prcportion of 
one’s earnings which can b2 spent for 
so many square feet of home, the au- 
tomobile has therefore been an addi- 
tional cause. 

The automobile has also Ład another 
effect on modern housing. As cities 
have become crowded there has of 
course been a tendency to spread. 
Within the past this has been stopped 
by the limits which one could ordinarily 
walk to and from the nearest means of 
transportation. This has meant that 
suburbs have grown in a thin line along 
the railroads and in clusters around the 
ends of such electric railway lines as 
went beyond the city limits. The 
growth of the automobile industry and 
the enormous production, which has so 
lessened the first cost of these ma- 
chines as to tempt a large proportion 
of the population toinvest inthem, have 
caused an ever-increasing number of 
suburbs to be built, of which the princi- 
pal means of communication with the 
towns about which they cluster, and 
from which they largely derive their 
means of support, is the automobile. 

Along with its use as a means of 
transportation is of course the ever- 
present pleasure of being skipper of 
one’s own ship and spendirg one’s time 
in the fresh air. It is nazural, there- 
fore, that we are gradually drifting to 
the general opinion that emple rooms 
are ‘of small impcrtance, as we spend so 
much time out of them. When we 
realize that this process is hastened by 
other economic factors such as the 
diminution in the supply of efficient 
house servants, which causes those that 
are available to be incrzasingly ex- 
pensive, and which likewise causes the 
servantless multitudes to eat the ma- 
jority of their meals in restaurants or 
other public hostelries, we see that the 
change in the composition of the home 
is one that has come to stay. 

At present there is in almost all of 


these suburban houses a garage, built 
either in the basement or at the back of 
the property. It is a question whether 
this is a tendency we can consider as 
permanent, With the still greater in- 
crease in the use of the automobile and 
the increasing modern tendency to do 
away with all replacement and buy a 
new machine rather than repair the 
old—therefore causing us to take much 
less trouble about keeping the old in 
good condition—it is quite probable 
that a neighborhood garage will take 
the place of these individual store 
spaces, it being more convenient in 
many ways andless expensive, consider- 
ing the service rendered. 


A Homa mw Name ONLY 


The other tendencies in house design 
are more apt to endure, largely because 
of the effect upon the budget of our 
modern comforts and the luxuries that 
we consider essential. The old-fash- 
ioned kitchen has already gone. The 
dining room is going; when a cubic foot 
of home costs so much, we naturally 
begrudge spending our money for a 
room which is really used so very little. 
Bedrooms will approach more and more 
the pullman car compartment or the 
stateroom on a steamer, comfortable 
enough for the few hours we spend in 
them. ‘There will no longer be a spare- 
room; guests will go to a nearby inn; 
and of course a store room is an an- 
achronism in this day, when we insist 
upon everything that we use being new. 
With the automobile at the curb, the 
home needs to be less a place to live in 
because it is so easy to get away from. 
There is more temptation to be always 
on the go and home becomes merely an 
overnight parking-place for the few 
hours after we finish our evening’s 
entertainment and before the working 
part of the family must report at its 
place of earning its daily bread. 

The tendency of modern families 
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toward childlessness has of course a 
great bearing upon this question. Asa 
race we apparently do not assume the 
responsibility for replenishing the popu- 
lation. Perhaps it is only an acknowl- 
edgment of our lack of fitness for this 
responsibility. This tendency toward 
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a decreasing birth rate was quite 
marked before housing began to be- 
come compact and “efficient” in type. 
It therefore cannot be considered a 
cause, although the recognition, of the 


‘tendency has certainly accelerated the 


change. 


The Purity of Roadside Drinking Water 
What Pennsylvania Is Doing 


By W. G. Turnsouy, M.D. 
Deputy Secretary of Health, Commonwealth of Pennsylvania 


Wey the State Department of 
Health was organized in Penn- 
sylvania in 1906, the annual death 
rate from typhoid fever in this state 
was 54.8 per 100,000 population. ‘The 
great majority of cases were due to 
polluted water supply. Naturally, 
most of the epidemics occurred in 
communities having a public water 
supply, when the pollution of a single 
supply could infect a large number of 
people. Outbreaks caused by private 
water supplies were small and self- 
limited. 

The supervision of public water 
supplies appeared, therefore, to be 
the most important step in the control 
of typhoid fever. Regulations were 
made governing the conditions under 
which water could be served to the 
public, and a Bureau of Sanitary 
Engineering was organized to assist 
the water companies and municipalities 
in complying with these regulations. 
Since that time the typhoid death rate 
has fallen steadily until in 1928 it 
reached 4.8 per 100,000. The public 
water supplies are under control and 
as a result are now but a small factor in 
transmitting disease. 

Typhoid in Pennsylvania is now a 
tural problem rather than an urban 


problem. ‘This is true to a greater 
extent than statistics seem to show, 
as many cases developing in the cities 
have received their infection while on 
a trip to the country. 

During this same period in which 
typhoid has been almost eliminated as 
a city disease, there has been a tre- 
mendous development of automobile 
travel and good roads. The traveling 
radius cf millions of people in Pennsy]- 
vania has been increased from a few 
miles to several hundred miles. With 
this development has come a change in 
the importance of hundreds of water 
supplies. Roadside springs and wells, 
formerly used by single families, now 
furnish drinking water to lunch rooms, 
tourists’ hotels, gasoline stations, or 
wayside drinking fountains. An in- 
fected spring or well, which formerly 
would cause disease in but a single 
family, may now infect large numbers 
of people in widely scattered com- 
munities. 


AssUMING CONTROL OF WATER 
SUPPLIES 
Realizing this fact, the Pennsylvania 
Department of Health in 1924 felt 
that it should assume the control of 
these supplies along the main highways. 


~ 


True Puny oF ROADSIDE DRINKING WATER 61 


There are in Pennsylvania 10,800 
miles of state highway, 3.942 miles of 
this being pmmary highway over 
which the bulk of traffic passes. It 
was decided that for the first year the 
work would be confined to the water 
supplies along the primary highways. 
The first problems to be solved were 
how all these supplies could be ex- 
amined in a uniform manner. 

The work had already been started 
in Ohio, which has a ccunty health 
organization with local laboratories 
under state supervision. With Penn- 
sylvania’s centralized system of or- 
ganization and large central laboratory, 
the Ohio method did not seem practical 
on account of the difficulty of properly 
collecting and shipping the large num- 
ber of water samples. It was also 
feared that it would be difficult 
to develop a uniform technique for the 
work, if the sanitary inspection of the 
water supplies was made by different 
engineers in the various districts of the 
state. It was decided, therefore, to do 
all the work in the field, and to cover 
the primary highway system with one 
corps of trained workers. A two-ton 
truck with a large bus body was 
equipped with all apparatus necessary 
for the bacteriological examination of 
water. This laboratory was put in 
charge of a thoroughly tremed bacteri- 
ologist with a field worker from the 
Section of Restaurant Hygiene as his 
assistant. The other member of the 
party was an experienced sanitary 
engineer who traveled in a separate 
automobile in advance of the labora- 
tory, the traveling schedule being so 
arranged that the three men would 
meet each night. 

The general policy adopted for the 
work was that only approved water 
supplies would be marked. This policy 
was adopted for three reasons: 

1. It was reaiized that unapproved 
supplies would far outnumber ap- 


proved supplies, and that the psy- 
chological effect of too many signs 
would be bad. 

2. A large number of supplies that 
are potentially dangerous could not 
be proved dangerous at the time of 
examination. It would be unjust to 
mark these as dangerous, but there 
could be no injustice in withholding 
approval. 

8. It was believed that better results 
could be obtained by making the 
signs popular and encouraging property 
owners to improve their water supplies 
in order to secure the sign, than could 
be obtained by posting an unpopular 
sign which would require constant 
police supervision to keep it in place. 

This policy was followed except 
where supplies were found to be 
patently dangerous, and the posting 
of a warning sign the duty of the 
department. 


Mernops EMPLOYED 


In carrying out this policy the water 
supply was first examined by the 
sanitary engineer, who paid particular 
attention to the physical surroundings, 
drainage, character and protection of 
the well or spring. If changes or 
improvements could be readily made 
by the property holder, he was given 
the necessary instructions and oppor- 
tunity. If the supply was finally ap- 
proved by the sanitary engineer, he 
tacked in a prominent place a large 
red card bearing a serial number 
assigned to this supply. This was a 
sign to the laboratory which followed 
him that this supply was to be ex- 
amined bacteriologically. Supplies 
disapproved on sanitary inspection 
were not examined further. 

After the laboratory examination of 
these supplies was completed, those 
which were found to have met the 
bacteriological standards as well as 
the sanitary requirements were marked 
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with an enameled metal sign bearing 
the words “Safe Water Supply” and 
the date of approval. 

The Department of Highways will 
in the near future place roadside 
signs along these highways requesting 
the traveling public to use only the 
approved water supplies. 

During the summer of 1924 prac- 
tically the entire primary highway 
system was covered by the traveling 
laboratory and 875 water supplies 
were examined Of these only 38 per 
cent were found satisfactory and given 
safe water placards, many having this 
approval withheld until necessary 
changes were made. An additional 10 
per cent disapproved on sanitary 
inspection can easily be made satis- 


factory when suggested improvements 
are carried out, and will then be given 
a laboratory examination. 

It is believed that re-examination of 
these supplies next summer will show 
a decided improvement. The work 
has met the approval of the traveling 
public, and the endorsement of the 
press. With increased information as 
to the meaning and intent of the safe 
water signs, the traveling publie will 
make it unprofitable for any wayside 
eating house to maintain an unap- 
proved supply. 

It is an interesting experiment to the 
Department of Health, on account of 
its being a public health movement 
free from the always popu element 
of coercion. 


Camping Sites in Public Parks and Forests 


By L. F. KyerrP 
Executive Secretary, National Conference on Outdoor Recreation 


HERE was a time when the aver- 

age park or forest officer viewed 
the automobile merely as a mechanical 
curiosity; the automobile tourist as a 
misguided innocent who, burdened 
with gasoline-fumed troubles and re- 
sponsibilities, lost much of the fine 
` gifts of beauty 'and pleasure so freely 
available to the hardy souls who, with 
saddle and pack horse or with team, 
had access to the innermost recesses of 
the forests and mountains and enjoyed 
a certainty and comfort of locomotion 
which, to the automobilist, was a rare 
thing. But those days are long since 
passed away. Today, provision for 
the comfort and safety of the great 
host of motorists who now resort to the 
parks and forests for health and recrea- 
tion is recognized by every park and 
forest officer as one of bis primary obli- 
gations, 


Loges or ree Our-or-Doogs AND 
CONSEQUENCES 


The growth in the motorists’ use of 
the parks and forests was so gradual 
that for many years the officers in 
charge did not sense its true propor- 
tions. A road was regraded and im- 
proved here; a new section was con- 
structed there; fords were replaced by 
bridges, and before anybody was really 
aware of it a great region, rich in scenic 
attraction and outdoor recreational 
opportunity, lay open to the motorist. 
Coincidently, carload after carload of 
new motor cars were being unloaded in 
each of the nearby towns. A few ven- 
turesome souls found that they could 
drive out into the mountains and re- 
turn home in safety and comfort; the 
open road called with an irresistible 
lure; and before their custodians fully 
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sensed the extent of the invasion the 
parks and forests teemed with pleasure- 
seeking, enthusiastic motorists. 

The first tentative provisions for 
public campgrounds were purely de- 
fensive measures. For the growing 
army of automobilists created new con- 
ditions of hazard; hazard to public 
property through the thousands of 
campfires kindled daily by men who, 
however well-intentioned, knew little 
about the care of fire in the woods; 
hazard to public health due to the con- 
tamination of watersheds through the 
assemblage of thousands of people upon 
areas where no provision for the main- 
tenance of good sanitary conditions had 
been made. The situation was in 
many respects an alarming one, re- 
quiring constructive action without 
delay. The first action which sug- 
gested itself was to draw the motorists 
to selected spots upon which the fire 
hazard and the menace to the health, 
not only of the motorists but of many 
thousands dependent upon the water- 
sheds for water, could be held to the 
minimum. And so the first forest and 
park campgrounds came into existence. 
Even today there are many fine, well- 
equipped campgrounds maintained by 
state fire-protective organizations and 
other agencies solely for their protec- 
tive value. 

But as time wore on the vision of the 
park and forest officers passed beyond 
the bounds of self-interest and em- 
braced the broader field of public serv- 
ice. Their studies of the situation 
disclosed to them the fact that the use 
of selected areas by motorists for camp- 
ing purposes represented the highest 
form of human service to which such 
areas could be dedicated; that through 
such forms of use they returned more in 
human comfort and happiness than 
they possibly could in any other way. 
Since the ultimate objective of every 
good park administrator or forester is 
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to have the area under his management 
yield the maximum return in human 
service, each was quick to recognize 
and seize upon the new opportunity. 
Consequently, the park or forest camp- 
ground has now ceased to be solely an 
instrument of fire or sanitary protec- 
tion, but is instead a gesture of hospi- 
tality; an appreciation of an oppor- 
tunity to serve. 

A. further extension of the park and 
forest campground system is now being 
stimulated by its possibilities as a 
source of revenue, materially reducing 
the costs payable from public funds. 
For there are an increasing number of 
motorists who prefer to seek the greater 
refinements and conveniences of the 
privately operated campground where 
for a moderate fee they may secure 
comforts and privileges not available 
on the free campgrounds. This trend 
creates increasing opportunity for pri- 
vate capital and managerial skill and a 
rental value for park and forest areas 
adapted to campground use. The 
fees paid materially offset the costs of 
park or forest administration and the 
motorists are enabled. to secure the 
higher class of service for which they 
are willing to pay. Rarely, if ever, is the 
opportunity for gain allowed to de- 
prive the public of free access to the 
areas really necessary for free camping 
purposes. 

Years of experience have taught the 
automobile camper how to provide for 
his needs while afield, so that, as a rule, 
he fares forth well equipped and self- 
sufficient. His campground needs 
therefore are moderate: pure water, a 
convenient supply of firewood, simple 
sanitary facilities, a ready way of dis- 
posing of garbage or camp refuse, a 
fireplace in sites where the hazard is 
high; these, generally, are all that he 
asks or expects. In inclement regions 
or seasons any unpretentious form of 
shelter house which affords protection 


64 Tus ANNALS OF THE Ammrican ACADEMY 


against the elements is sure of apprecia- 
tion. Tables and benches make a 
strong appeal and often influence a 
choice of campgrounds. Registration 
booths, where the apparently ever- 
present desire to inscribe one’s name on 
something can be gratified, have a 
strong attraction. The basic neces- 
sities of a campground are not exten- 
sive nor expensive. 


Construction Costs 


Exclusive of the shelter houses, 
tables and registration booths which, 
while desirable, are not imperatively 
necessary, the cost of installing the 
essential facilities on a campground 
capable of comfortably accommodating 
fifty people over night is in the neigh- 
borhood of two hundred dollars, as- 
suming that water is convenient and 
that only pit toilets are to be installed. 
This is not a large sum, especially when 
distributed amongst the entire number 
of people using the campground during 
a single season. It is only when the 
total number of recognized camp- 
grounds is considered that the true and 
rather alarming proportions of the 
total cost of an adequate system be- 
come evident. On the National For- 
ests alone, the total number of areas 
used so extensively for camping as to 
warrant their dedication to such use is 
now about 1,500, which at $200 each 
would require a total initial outlay of 
$300,000 for their minimum develop- 
ment. To date Congress has appro- 
priated $50,000 for the purpose, and it 
has been only by the practice of num- 
berless economies and the use of the 
slack time of fireguards and patrolmen 
that the Forest Service has been able 
to even partially keep pace with the 
growing needs of its summer visitors. 
More pretentiously developed camp- 
grounds require heavy outlays of funds. 
A central comfort station with a bat- 
tery of flush toilets requiring a con- 


tinuous water supply and well-designed 
septic tank and distribution field will 
cost from $5,000 up. Anybody who 
has built a garage can approximate the 
cost of a really well-designed shelter 
house. It is thus evident that many 
years must elapse before the average 
campground can offer to its visitors 
much more than the simple, even crude 
facilities mentioned in an earlier para- 
graph. Eventually, however, the motor 
camper will be able to spend every 
night of his trip on thoroughly com- 
fortable, well-equipped campgrounds, 
provided he will do his part in demon- 
strating that they yield a return in 
better citizenship and greater individ- 
ual efficiency commensurate with their 
cost. 


NATIONAL PARKS AND Forests 


Recent figures showing the extent of 
motor camping in state parks and 
forests have not been brought together, 
but it is certain that their increase 
during the past ten years has been as 
great, and perhaps greater than the in- 
crease in the National Parks and For- 
ests. In these latter institutions auto- 
mobile camping has about tripled in 
volume since 1916. In that year the 
number of visitors to the National 
Parks was 356,097; in 1928 it was 
1,280,886. In 1916 the number of 
visitors to the National Forests was 
2,370,000; in 1923, 10,558,000. In the 
National Parks the great bulk of travel 
has been by private automobile and the 
majority of the incoming tourists have 
brought their own camping equip- 
ment, prepared to camp out. In the 
National Forests in 1923 the proportion 
of automobilists to total visitors was 
about 88 per cent, and the proportion 
of campers, picnickers and transient 
tourists to the total was about the 
same. Every day these millions are 
looking ahead for clean, comfortable 
places in which to enjoy their noon-day 
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meal; every evening for similar places 
in which to make their over-night 
camps. Providing such plazes is to the 
park officer and the forest fficer both 
a pleasure and a problem. but none 
fails to recognize it as a distinct ob- 
ligation of public welfare end service. 

In the National Parks the scenic 
beauty must be religiousl preserved 
and good sanitation musz be main- 
tained; consequently it is mecessary to 
rigidly restrict the automobile camper 
to designated campgrounds and impose 
careful conditions upon their use. In 
return, however, he enjcys sanitary 
systems planned in co-operation with 
the Public Health Service and installed 
at considerable expense: pure water, 
abundant firewood, tables and benches; 
electric lights, well policed grounds, 
and many other conveniences. Care- 
ful attention is given to tie landscape 
aspect so as not to disturb natural con- 
ditions unnecessarily. The hotel, per- 
manent camp, and transportation fa- 
cilities in the National Parks have been 
greatly expanded to care for the mount- 
ing thousands who come each summer, 
but, nevertheless, the camper who “is 
on his own” is well provided for. 

In some of the state parks, such as 
. those of New York State, the camp- 
ground facilities surpass enything to be 
found on the Federal lands, and many 
other states are rapidly attaining 
equally good standards. It is quite 
logical that State and National Park 
custodians should work eggressively to 
develop this increasingly important 
form of use. 


NATIONAL AND Stats FORESTS 


While neither the Stat nor National 
Forests in any but rare instances have 
as yet attained park standards in camp- 
ground development, they nevertheless 
afford the motor campez an attractive 
field in which to follow Lis chosen bent. 
In the forests there are fewer really 


first class campgrounds, but many 
more of the wilderness type, offering 
less in the way of electric lights, careful 
policing arrangements, and elaborate 
comfort stations, but making up the 
deficiencies by a great wealth of natural 
charm and scenic beauty, which after 
all is what the inveterate automobile 
camper most highly prizes. In the 
forests, rules may be a little less exact- 
ing; except in periods of extreme fire 
hazard one can camp in the isolation of 
the wilderness if he prefers that to the 
comfort of the campground. And 
each year marks the extension of the 
system to embrace new campgrounds 
or new facilities on old ones. Each 
year the forest officers, both Federal 
and State, are adding new gems to 
their campground collection, so that in 
the not far distant future the motorist 
planning his summer camping trip need 
only look on the map for the green 
blocks symbolical of a National or 
State Forest to find an area within 
which are combined all’of the essentials 
of a happy hunting ground for automo- 
bile tourists. Within the forest limits, 
occupancy by the motor camper is, as 
a rule, informal and free from restric- 
tion. In many of them he must now 
secure a camp-fire permit, issued with- 
out charge or incovennience; and in all 
of them he must exercise reasonable 
care with fire; he must observe the local 
game laws; and he must maintain a 
clean camp. One willing to observe 
these simple and most reasonable obli- 
gations has open to his free use and en- 
joyment the whole system of National 
and State Forests; areas rich in every 
element of natural beauty and interest 
essential to a thoroughly enjoyable 
camping trip. 

At the call of President Coolidge, 
three hundred and nine leaders in social 
and humanitarian movements, repre- 
senting one hundred and twenty-eight 
great national organizations, met in 
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Washington last May in the first Na- 
tional Conference on Outdoor Recrea- 
tions. One of the outstanding recom- 
mendations of the Conference was that 
all public properties should be devel- 
oped and made available to the public 
for purposes of outdoor recreation to 
the greatest degree consistent with the 
other purposes the areas were designed 
to serve. Toward this great objective 
the permanent organization created by 
the delegates to the Conference will 


work in all practicable and reasonable 
ways. In view of the fact that travel 
to and through such properties will be 
preponderantly by automobile, and 
that their occupancy will be largely in 
the form of outdoor camping, the reali- 
zation of the objective of the Confer- 
ence will depend largely upon the ex- 
pansion and continued betterment of 
the public campgrounds, and for such 
expansion and betterment the Confer- 
ence proposes to work in all proper ways. 


The Automobile and the Traveling Library 
The Book Wagon Service | 


By KATHERINE TAPPERT 
Librarian, The Morristown Library, Morristown, N. J. 


N I wrote “Books at Work 

in Washington County, Mary- 
land,” which was printed in the 
American City for January, 1920, I 
wrote to answer countless questions 
that came to the Washington County 
Free Library, Hagerstown, Maryland, 
asking for advice and information in 
organizing county library work and 
maintaining book cars or book vans 
that would make house to house visits, 
carrying the library directly to the 
front door of the country residents. 
In the four years that have gone by 
since that article was written, the 
county library movement, of which the 
book automobile is an important part, 
has grown tremendously and from. the 
few outstanding book wagons existing 
in 1920 the number has increased many 
fold. From Massachusetts to Cali- 
fornia the sight of a book van on 
country roads is not unusual, and no 
longer are amusing questions asked of 
the driver of these vans. The first 
book cars were painted darker colors 
and did not have glass doors, so they 


usually were taken for the “dead 
wagon” as the popular phrase went 
and often urged to pass on from the 
door where they had stopped. 


Tun Pronner Boor Car 


In 1920, the story of the book car 
was a simple one. It was easy to 
answer the questions that came to the 
Washington County Free Library con- . 
cerning it, for that library had been the 
originator of the book wagon idea and 
had worked out a simple scheme for 
carrying on every detail of the work. 

Miss Mary L. Titcomb, the librarian 
of the Washington County Free Li- 
brary, had sent forth the first book 
wagon in April, 1905, and until 1910 it 
made its visits to the homes of the 
Washington County people. This first 
venture was a wagon drawn by two 
horses and the driver was the janitor 
of the library, a rare person who had 
ideal qualifications for the work. He 
knew the county, the people and the 
books and Miss Titcomb gave him 
much credit for the instant success of 
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this work. The wagon was fitted with 
shelves, carrying 250 books, and cost 
$175. 

In 1910 the wagon was struck by a 
railway train at a country crossing and 
for a few months the work was in 
abeyance. But this venture had been 
so picturesque and charming and so 
filled with good result, as an educa- 
tional measure, that in 1912 the work 
was resumed with a specially con- 
structed automobile truck carrying 
800 books, taking the place of the old 
wagon. The annals of Miss Titcomb’s 
library have been written and told 
many times and it is a tremendous 
satisfaction to all educators to know 
that, today, she is watching the growth 
of her idea from the same library, and 
that her work goes on with the same 
usefulness and distinction and with 
increasing influence. 

Some time after the book wagon had 
been at work in Washington County, 
Maryland, two counties in Delaware— 
Sussex and Kent—took up the idea 
and the success of the work there was 
parallel to that in Maryland. Of 
course, county libraries had been 
established in several states before the 
book wagon idea was born, but they 
had served their patrons in a different 
manner. The old deposit stations and 
traveling library had been the scheme 
that satisfied in those years from 1891 
until 1905, when the book wagon 
began to shed light in the Blue Ridge 
Mountains in Maryland. Between 
1910 and 1924 book automobiles were 
added to county library systems in 
Ohio, Indiana, Dlinois. Minnesota, 
Oregon, California and Alabama, and 
from the simple car, carrying 300 books 
and a driver and an assistant, there is 
in Hibbing, Minnesota, a book van 
which cost $8,000, shelves 700 books, 
carries a librarian’s desk and has room 
for twelve people inside its veritable 
library reading-room, lined with 


shelves. The book lorry goes through 
the mining section about Hibbing and 
is one of the strongest influences in 
that state in the work of Americaniza- 
tion. 


Ture Boox Wacon Sprvice 


There are varying details in the 
administration of book wagons and 
various types of co-operation. In 
Morris County, New Jersey, the book 
wagon is the property of the Morris 
County Free Library and it makes 
daily trips through Morris County for 
that institution. One day in each 
month this book car is lent to the 
Morristown Library and with books 
belonging to this library and assistants 
from it, the car makes visits to eight sta- 
tions in the township of Morris, the sta- 
tions being four township schools—the 
Morristown School, a private school,— 
the’ Physiatric Institute, Mendham 
Town Hall and Western Avenue Fire 
House. The Morris County Library and 
the Morristown Library are quite sepa- 
rate institutions, but their co-operation 
in book distribution through a book 
wagon is one interesting example of the 
possibilities for wide service that this 
method offers. Motor book lorries 
are used in England by the County 
Library Associations, but they are not 
so usual as they have grown to be in 
the United States. However, a Perth- 
shire book van starting on its county 
tour has much the same appearance 
as one going forth from Kern County, 
California, or Boone County, Ken- 
tucky. 

The variation in book wagon service 
has had another turn in Evanston, 
Ilinois, where the Public Library has 
used a book wagon to visit schools and 
playgrounds and branches within the 
city limits. 

A half-sister of the book wagon sent 
out by the county and public libraries 
is the book shop on wheels, Christo- 
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pher Morley’s Parnassus or. Wheels 
came to life a few summers azo, when 
an automobile went forth from the 
Educational and Industrial Union of 
Boston, furnished with books by the 
Book Shop for Boys and Girs. This 
caravan had so successful a summer 
selling books along the North Shore 
that Frank Shay followed another New 
England route the next year. with a 
book caravan that brought the latest 
printed word to grown-ups. Even if 
these are commercial ventures they 
show the way the wind is blowing and 
give an indication of the necessity of 
books in the life of any nation. 

After all, there is small difference 
whether the book van is the simple 
wagon of 1905, carrying 25) well- 
selected books to the home-bound 
mountaineers, or an $8,000 bock lorry 
of luxurious appointment carrying 
several hundred books to the miners of 
Minnesota, or an ample car penetrating 
the fastnesses of Alabama’s rural 
districts. The one salient feature that 
has led to making the movemens a real 
part of history is the wise policy of book 
selection that has been observed by the 
women and men. who have carried the 
idea from Marvland to Oregon The 
best books that would be read vy the 
potential readers have been carried to 
them and besides carrying just books, 
the automobile book wagon has carried 
women, usually, who knew the psy- 
chology of the borrowers along the 
road, and these women have entered 
into the daily life of the communities 
which they have visited. “Land that 
is to become fertile must first be tilled,” 


and the success of the book wagon in 
every part of the United States is due 
to the “tillage of the land.” When 
Walter Page was editor of World’s 
Work, he—a Southerner—said to Miss 
Titcomb—a Northerner most success- 
fully transplanted in the South—that 
she must not expect to accomplish any- 
thing in a Southern community until 
she knew when the baby had cut his 
first tooth—or his last one. That is the 
secret of success in any community, 
and all leaders and teachers know that 
it applies to the north, east, or west, 
as well as to the south. 

The growth in the use of the auto- 
mobile has rushed life along and 
brought many changes in the twenty 
years that have passed since the book 
wagon, drawn by two smart black 
horses, stopped at the first gate on a 
Maryland turnpike and offered a 
winters’ reacing for the choosing. The 
automobile has carried the book to 
thousands of country people since 
then and it has as certainly brought 
the farmer to the town and to the book 
that is housed in the central library, 
whether that library be a county 
library, a city library or an endowed 
library. Maybe the work has reached 
its peak and maybe the automobile . 
book van will pass into history, while 
the airplane will come on to pick up a 
best seller at the publishing house on 
Long Island to drop into the reader’s 
hand in Wyoming. However marvel- 
ous developments may be, it will be 
difficult to equal in charming sim- 
pleity and incalculable good the work 
done by the first book wagon of 1905. 


Consolidation of Schools and Pupil Transportation 
The Use of the Automobile in Education 


By LzRoy A. Krva, Pa.D. 
Schoc: of Education, University of Pennsylvania 


HERE hes probably been no 

movement in education that prom- 
ises so far-reaching an influence for the 
development of rural life in our country 
as that of the consolidated school and 
pupil transportation. Undoubtedly, 
we are just at the begiming of its de- 
velopment in most of tke states of the 
union. The consolidat2d school has 
already justified itself educationally. 
To get a proper perspective of the pres- 
ent situation, however, it may be well 
to look briefly into the historical back- 
ground of the beginning of this move- 
ment. 


HISTORY OF THE CONSOLIDATION 
MOVEMENT 

Horace Mann, from -he very begin- 
ning of his term as secretary of the Board 
of Education of Massachusetts, recog- 
nized in the school district system one 
of the greatest barriers to educational 
progress. In 1888, hə succeeded in 
having a law passed by the legislature 
authorizing two or more districts to 
establish a union schocl, and in 1850 a 
law was placed on the statute books in- 
structing a town of wa;7s and means to 
dispose of its district schoolhouses in 
case it decided to abo.ish the district. 
It is reported that by 1860 probably 
one hundred towns and cities including 
about one-half the intabitants of the 
state had voluntarily abandoned the 
district system. Durimg the next two 
decades, several laws were passed abol- 
ishing school districts but were just as 
speedily restored by succeeding legisla- 
tures, until finally in 1882 the school 
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district was permanently abolished. 
At that time only forty towns had re- 
tained the district.! 

A far-reaching social and economic 
transformation took place in Massa- 
chusetts when manufacturing displaced 
agriculture. As industrial communi- 
ties and cities sprang up over the state, 
a general movement of the people from 
the rural districts to the larger centers 
resulted. This left stranded many of 
the once-flourishing district schools, 
and the effect was a widespread move- 
ment for consolidation. 

While the first law authorizing the 
consolidation of schools was passed by 
the Massachusetts Legislature in 1867, 
consolidation received its first impetus 
through the passage of the law of 1869 
authorizing school trustees to pay, out 
of its school funds, for the retranspor- 
tation of children to a neighboring dis- 
trict. The law reads as follows: 


Any town in the Commonwealth may 
raise by taxation or otherwise and appro- 
priate money to be expended by the school 
committee in their discretion in providirg 
for the conveyance of pupils to and from 
public schools. 


The records show that the towns of 
Greenfield and Quincy closed their dis- 
trict schools in 1869 and 1874 respe2- 
tively, and had the pupils conveyed to 


central schools. The town of Mon- - 


tague was a real pioneer in closing a 
large number of district schools in 1875, 


1 Consolidation of Schools and Transportation 
of Pupils at Public Expense, Bulletin of the E'e- 
partment of Education of Massachusetts, 1920, 
No. 6. 
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conveying both the elementary and 
high school pupils to a central school. 
The town of Concord was probably the 
first to effect complete consolidation, 
since the records show that all the dis- 
trict schools were closed in 1887 and the 
pupils were transported to a new eight- 
room school building. 

Mr. Sevmour Rockwell, a member of 
the school committee of the town of 
Montague, wrote in 1898 regarding the 
consolidation of schools as follows: 

For 18 years we have had the best at- 
tendance for the transported children; no 
more sickness among them and ne acci- 
dents. The children like the plan ex- 
ceedingly. We have saved the town at 
least $600 a year. All these children now 
attend a well-equipped schoolhouse at the 
center. The schools are graded; everybody 
is converted to the plan. We encountered 
all the opposition found anywhere, but we 
asserted our sensible and legal rights and 
accomplished the work. I see no way of 
bringing the country schools up but to 
consolidate them, making them worth see- 
ing; then the people will be more likely to 
do their duty by visiting them. 


The movement spread from Massa- 
chusetts into Ohio and Indiana. Like 
Massachusetts, they organized on the 
township basis of administration, which 
plan tends to make the consolidation or 
centralization of schools more feasible. 
In 1892, Kingsville Township, Ohio, 
decided to transport the children of the 
township to # central district school, 
and through the enactment of a bill in 
the General Assembly the state met the 
cost of transportation. After the pas- 
sage of several subsequent laws appli- 
cable to individual districts, the Gen- 
eral Assembly in 1898 passed a general 
law relative to transportation. This 
was followed by another act in 1904 
authorizing the boards of education in 

2 Consolidation of Schools and Transportation 
of Pupils at Public Expense, Bulletin of the De- 


partment of Education of Massachusetts, 1920, 
No. 6. 


townships to abolish all sub-districts 
and couvey the pupils to a central dis- 
trict. The movement for consolida- 
tion progressed rapidly until, in 1912, 
one hundred and ninety-two townships 
in the state had completely centralized 
their schools.? 

In Indiana the consolidation move- 
ment bezan to flourish with the passage 
of an act by the Legislature in 1889 
recognizing the right of township trus- 
tees to pay for the transportation of 
pupils to consolidated schools. In 
1912, tkere were five hundred and 
eighty-n-ne consolidated schools dis- 
tributed in seventy-three of the ninety- 
two courties of the state. 

While Massachusetts, Ohio and In- 
diana have probably established a 
greater proportion of consolidated 
schools than any of the other states, yet 
today there is not a state in which 
there are not consolidated schools. 
States wth the larger township and 
county units of administration have 
made the greatest progress. New 
York and Llinois with the school dis- 
trict type of organization have propor- 
tionally the smallest number of con- 
solidated schools. 


GRANTING OF STATE SUPPORT 


In praccically all the states, there is 
now written on the statute books per- 
missive legislation giving the voters of 
the school district the authority to cen- 
tralize their schools and transport the 
pupils at public expense. In some of 
the states, these Jaws have become 
mandatory, requiring school districts to 
establish schools that give children ade- 
quate educational opportunities. How- 
ever, in a number of states, the con- 
solidation and transportation move- 
ment has received its greatest impetus 


3 Consolidct2on of Rural School and Transporta- 
tion of Publio zt Publio Expense, by A. C. Mona- 
han, United States Bureau of Education, Bulle- 
tin, 1914, No. 30. 


CONSOLIDATION OF SCHOOLS AND PUPIL TRANSPORTATION 7i 


through legislation requiring the state 
to aid the local district by meeting part 
or all the expense of some phase of con- 
solidation, such as transportation, su- 
pervision, cost of building, etc. 

The following state laws are signifi- 
cant: 

Delaware. The schools are admin- 
istered by the state which pays entire 
cost of transportation. Appropriations 
of $100,000 for 1923-24 and $105,000 
for 1924-25 were made to cover the 
costs of pupil transportation including 
purchase of new vehicles, drivers’ sal- 
aries, maintenance, etc. 

Iowa. The state gives aid to ap- 
proved consolidated schools for main- 
tenance annually as follows: 


Two-room schools ......... $200 
Three-room schools ........ 500 
Four-or more-room schools.. 750 


This aid may be expended for any 
current expenses including transporta- 
tion. 

Massachusetts. A town of less than 
five hundred families that does not 
maintain a high school must provide 
for the instruction of its high school 
pupils in the schools of another town, 
pay their tuition and the cost of trans- 
portation up to 40 cents per pupil per 
day of actual attendance. 

If the amount spent for schools in 
the three preceding years averaged 
more than $4.50 and less than $5 of 
each $1,000 raised by local tax, the 
state will reimburse the town for one- 
half the amount paid for such sec- 
ondary pupil transportation. If the 
average was more than $5 anc less than 
$6, the reimbursement is three-fourths 
of the amount; if more than $6, then 
for the entire amount, such reimburse- 
ment not to be based on any cost of 
more than 40 cents per pupil per day of 
actual attendance, except when pupils 
travel more than three miles in some 
manner other than by pupil convey- 


ance. In that case the town may be 
reimbursed three-fourths of the amount 
spent above 40 cents, but not above 80 
cents for each day of attendance. 

Pennsylvania. Any ` school closed 
because of an average term attendance 
of 10 or less than 10 shall furnish trans- 
portation for its pupils to some other 
school or schools if the children reside 
one and one-half or more miles from 
such schools, and the state will pay 
one-half of the cost of such transporta- 
tion, the state’s share not to exceed $1 
per day per pupil. 

Consolidated schools, joint consoli- 
dated schools, and schools that have 
transported pupils to another for the 
purpose of better gradation—when ap- 
proved by the state council of educa- 
tion—-shall receive annually from the 
state one-half the sum spent for trans- 
portation during the previous year, not 
including costs of repair and purchase 
of vehicles. No district shall receive 
more than $8,000 from the state for 
this purpose in any one year. The 
state also appropriates two hundred 
dollars for each one-teacher school 
closed to effect the consolidated dis- 
trict. 

Vermont. The state pays the cost of 
transportation or board of all childrer. 
residing more than one and one-hal? 
miles from the school, in towns with a 
grand list of less than $5,000, and its 
share in the ratio that $5,000 bears to 
the grand list if that is more than $5,- 
000. But the state shall not pay any 
town district an average of over $20 a 
year for each pupil transported. 

Wisconsin. The school board of a 
district, acting on a vote of the distric:, 
may suspend the school, pay the tuition 
of the children in another district or 
districts, and provide transportaticn 
thither for all children living more than 
one mile from the nearest school. H 
the school has been closed eight or more 
months, taxes levied, and contracts for 
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transportation and tuitiom legally car- 
ried out, the district is given $150 as 
special state aid. A union free high 
school may also receive 8150 of state 
aid annually on account of pupil trans- 
portation. 


EXAMPLES OF GROWTH oF CONSOLI- 
DATION AND TRANSPCRTATION 
MOVEMENT 

In Table I will be found data relative 
to the consolidation and t-ansportation 
movement as given by the respective 
state departments of ecucation of a 
group of sixteen states representing 
every section of the country. These 
sixteen states represent a total of 5,946 
consolidated schools with a total at- 
tendance of approximetely 969,136 
pupils. Of this number, 212,947 are 
transported by 5,266 bisses and by 
3,556 horse-drawn vehicles. It is sig- 
nificant to note that in thirteen of the 
sixteen states, 4,543 one-tzacher schools 
were closed during the past five years. 
While the abandoning cf one-teacher 
schools was brought about in approxi- 
mately equal proportion in all sections 
of the United States, yet :n the states of 
Towa, Kentucky and Pennsylvania the 


movement was carried on to a greater | 


extent than in any of th= other states. 
Thirteen of the sixteen states report 
that there are 60,617 one-teacher 
schools in use in their states, which is 
an average of approximetely 4,663 per 
state. Iowa, Illinois anc Pennsylvania 
lead with approximately 11,000, 10,000 
and 9,000, respectively. The capital 
outlay for motor busses in six of the 
states is estimated at $9£0,058, and the 
cost of transportation in five of the 
states which had this infcrmation avail- 
able is $2,529,175. 

This data is substantiated by statis- 
tics issued by the United States Bu- 
reau of Education,‘ who estimate 
that there are today approximately 
12,500 consolidated schools in the 


United States with an enrollment of 
approximately 2,050,000. They also 
estimate that there are $7,000 vehi- 
cles used in public school trans- 
portation for 851,000 children daily at 
public expense to and from schools. 
A. conservative estimate of the capital 
outlay is in the neighborhood of $7,- 
500,000. In Facts and Figures of the 
Avtomobile Industry, 1924, issued by the 
National Automobile Chamber of Com- 
merce, it is reported that in 1923 there 
were 18,087 consolidated rural schools 
in the United States, of which 1,393 
were established in 1918 alone. They 
report that 504,988 children are trans- 
ported to schools at public expense and 
that of this enormous number approxi- 
mately 289,000 children ride in motor 
busses. ; 

While these figures are somewhat at 
variance, yet they point out unmis- 
takably the tremendous growth of this 
movement in the United States in 
recent years. With all of this develop- 
ment, however, it must not be over- 
looked that the Federal Bureau of Edu- 
cation also reports that there are 
approximately 175,000 one-room schools 
in the United States with an enroll- 
ment of approximately 3,289,000. The 
Bureau estimates that there were prob- 
ably 20,000 one-teacher schools in the 
United States closed during the past 
three years. 

The growth of the consclidation 
movement can also be well illustrated 
by the data shown on page 74 from a 
typical southern and western state. 


Tus USE or tae AUTOMOBILE IN 
TRANSPORTATION OF PUPILS 


To supplement the data just cov- 
ered relative to state development, it 
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Education, Bulletin, 1928, No. 41. Also Un- 
published Manuscript by the Rural School De- 
ee Bureau of Education, Washington, 
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In Mississippi:* 
Number of counties having consolidated schools 
Number of consolidated schools 
Number of teachers in consolidated schools... 
Number of wagons or auto trucks used. 
Enrollment. ii 
Number of pupils transported . Donii 
Cost of transportation per month.. ..... 
Cost per pupil per month 
Number of teachers’ homes in conaclidated 

schools. 
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In Iowa:t 
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1897-1912, average of 1 new consolidated school per year. 
1918-1916, average of 40 new consolidated schools per year. 
1917-1920, average of 60 new consolidated schools per yeaz. 


Total to date (December, 1921) is 489. 


* Consolidated Schools, by J T Calhoun, State of Mississippi, Department of Education, Bulletin 


No. 17, 1920 


t Growth of Consolidated Schools in Iowa, by Macy Campbell. Bulletin of the Iowa State Teachers’ 
College, Department of Rural Education, September, 1921. 


might be well to point out the progress 
made in consolidation and pupil trans- 
portation through the use of the auto- 
mobile in Montgomery County, Penn- 
sylvania; Montgomery County, Ala- 
bama; and Randolph County, Indiana. 


Montgomery County, Pennsyloania 

In the period prior to 1928 there were 
60 one-teacher schools in the rural dis- 
tricts closed through the organization 
of 18 consolidated centers. Some of 
the early rural centers transported 
their children by railroad or trolley. 
West Norriton, the first district to con- 
solidate its schools, used the auto bus as 
early as 1909, when consolidation went 
into effect. Today, practically all the 
districts use auto busses and in the 
majority of the cases the busses are 
owned by the district. 

According to County Superintendent 
A. M. Kulp, there are in every district 
in the county sufficient hard roads to 
adopt a policy of consclidation effec- 


tively and economically. The total 
mileage of good roads has increased be- 
eause of consolidation. Today, there 
is hardly a district in Montgomery 
County in which the future consolida- 
tion policy of the directors of the public 
schools does not enter into that phase 
of the rcad progress which determines 
the order in which roads shall be im- 
proved. 

Undoubtedly the auto bus, which 
makes transportation possible in these 
rural centers, has been the dominant 
factor in rural progress. It has made 
possible community centers in the open 
country whose standards of progress 
and whose ideals of civic improvement 
have gradually approached those exist- 
ing in urban centers. 

District “X” (see map) maintains 
nine one-room schools. There is a 
total enrollment of approximately 800 
pupils. These pupils are at a distinct 
disadvantage when their school oppor- 
tunities are compared with those of 
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TABLE HI.—Tas Consoniparen Cantmrs or Montoommry COUNTY, PENNSYLVANIA 


No and | No. of Dutrict- 
types of | children | owned bus* 





District transpor-; trens Privately 
tation ported | owned bust 

A. West Nornton .. 1909 1 1 1 auto 125 * 
B. East Norriton .. 1912 1 i Il auto 29 * 
©. Upper Merion ...|1911-1917 5 7 4 autos 117 + 
D Plymouth...,... 1914 2 4 Trolley 29 

E. Upper Gwynedd 1915 2 4 2 autos 97 t 
F. Worcester....... , 1915 2 7 1 auto 2265 * 
G Upper Moreland 1916 1 1 1 auto 54. t 
H. Lower Moreland 1917 1 3 2 gutos 46 T 
I Whitpain....... 1917 1 6 2 autos 200 x 
J. Lower Providence} 1917 8 4 Trolley 65 

K. Limeriok ..... 1917 1 5 Trolley 84 

L Springfield...... 1920 3 1 2 autos 60 * 
M. Whitemarsh ... 1921 3 4 2 autos 178 t 
N. Hatfield. ...... 1021 1 7 2 autos 222 ł 
0. Upper Dublin ... 1922 3 1 1 auto 40 * 
P. Upper Providence} 1922 1 2 1 auto 7 t 
Q. Lower Gwynedd. 1924 2 8 1 auto 92 + 
R. Montgomery. . 1924 1 8 1 auto 12 t 





District “J” (see map), which main- the times devoted to the various sub- 
tains a one-teacher-to-a-grade organi- jects in the nine schools of District 
zation. This disadvantage in time “X” compared with the times devoted 
devoted to school subjects per week in to pupils in a ones teaeher-toeserace 
the eighth grade is shown by the table organization. 

below, which represents the median of Other advantages, deoak to the 


TABLE IV—Tm™m ALLOTMENT IN THE ErGHTH GRADE IN A CONSOLIDATED SCHOOL IN One DTRICT 
IN COMPARISON WITH THH MEDLAN One-Treacumer ScuooL TME IN ANOTHER Drsratcr 


Minores Pm Wank 





ee Consolidated Schools | One-Teacher Schools 
District tey? District “xX”? 

History and Civics... .. aes nee Te G2 715 Min. 180 Min. 
Arithmetic...... 0 .... Pa ee 1,200 850 
Reading... ss. a a aas Oa ha OS 1,650 550 
Spelling... 0. aes a Se Be ss 800 330 
Language. ....... let ay, a eal taco aN 1,000 “X” 
Geography... <0. ee aarerrrrerer 750 185 
Music..... say Di ee ee EN ‘ 870 30 
DAW. enuei eae “Died ae ees , 210 80 
Writing.... .. Sat bet eats 855 l 75 
Sewing. ... see «ga bo rrean Kaaa dee 180 * 
Systematic memory work.... sosse o 120 s 





“X” Included in time devoted to spelling. 
* Not included in course of study. 
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county superintendent, for the child 
attending the consolidated schools are: 


(1) Grouping of children so that an 
enriched curriculum may be 
used with bright pupils, and 
manual skills developed in the 
training cf children who make 
slow academic progress. 

(2) Social contacts in large groups of 
children of their cwn mental 


and physical development. 
(3) Mass athletics and organized 
play. 


(4) Contact with the practical arts; 
home-making for girls and 
agriculture for boys. 

(5) Art appreciation tarough the 
employment of supervisors of 
music, drawing and penman- 


ship. 


The Barren Hill rural center was 
formed in 1921. Its community is 
approximately five squar2 miles. In 
this district 2 strong hom: and school 
league function to promoce sentiment 
for better schools and to elevate the 
civic ideals of the district. They have 
been instrumental in having hot 
lunches served to the school children. 
They have made visual education pos- 
sible through the purchase of stereop- 
ticon views for use in the schools. 
Their co-operation contributed to the 
success of an excellent Lz7ceum course 
promoted by the principel and the di- 
rectors of the district. 

Since consolidation was effected, the 
community has grown rapidly. The 
excellently organized scaool and the 
community life that has grown up 
around it have attracted many people 
from Philadelphia and its suburbs. 
Here, also, the auto bus in education 
has substituteda city-to-country move- 
ment for the former exodus from the 
country-to-city. Within the short 
space of three years the demand for 


new homes has increased real estate 
values enormously. 

Hatfield Joint Consolidated School 
maintains a first-class high school with 
vocational courses. Musical instruc- 
tion is given to every student enrolled. 
So enthusiastic has been the reception 
to work in music and art appreciation 
that the auditorium, seating approxi- 
mately five hundred, has been filled 
whenever the children of the commu- 
nity render a program. 

The agricultural supervisor has be- 
come a scientific missionary among the 
farmers who heretofore were practising 
their vocation in the traditional way. 
Seed corn, milk and soil have been 
tested for farmers living in all parts of 
the district which is the prototype of 
the New England town. Courses in 
cooking, dressmaking, laundering, cos- 
tume designing, etc., have given the 
life of the community a new aspect. 
High school girls and boys have car- 
ried their new ideals into their homes as 
well as into the houses of other com- 
munities where they have appeared at 
public meetings, publicly deseribing 
their achievement in school. 

These are only types of community 
centers prevailing all over the country. 
But in every one there exists the same 
confidence in the efficacy of their 
schools. In no community could one 
find a considerable number of citizens 
who desire to go back to the old one- 
room school. Original doubters have 
become the staunchest advocates of 
this method for educational develop- 
ment. A period of only two or three 
years is required to pass through the 
successive stages of violent oppositicn 
and quiescent skepticism, and then en- 
thusiastic advocacy of these schools 
follows: Everywhere, the feeling 
prevails that the auto bus and 
better roads are the agencies that 
make possible the consolidated schcol 
with its resultant fuller rural life, and 
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only through it can rural sections be 
saved from farm depletion. 


Montgomery County, Alabama 


Montgomery County, Alabama,’ is 
an outstanding example in the South of 
the development of the consolidation 
movement. As a result of a county 
survey in 1917, the board of education 
decided to consolidate the schools of 
the county and in 1918 and 1919 twelve 
auto busses were purchased to trans- 
port children to the seven rural cen- 
ters. By May, 1922, the board had 
purchased a total of twenty machines. 
These, according to the superintendent 
of schools, covered a mileage of 107,808 
miles for the school year ending in May, 
1922. 


Randolph County, Indiana 


Randolph County, Indiana, is one of 
the most conspicuous examples of con- 
solidation in the Middle West. The 
county has excellent roads and the con- 
solidation problem as a consequence 
was very much simplified. According 
to an account issued in 1921 by the 
county superintendent of schools, the 
children are transported to school and 
returned home without great cost and 
with general approval of the patrons. 
The outstanding feature of this county 
is probably its high school courses.‘ 
Prior to consolidation comparatively 
few eighth-grade graduates entered 
high school. A thorough investigation 
showed that for five years previous to 
consolidation the percentage entering 
high school after completing the eighth 
grade varied from 21 to 50, with an 
average for the county of less than 40 
per cent. Since consolidation the en- 
tire county has averaged more than 93 

5 Transportation of School Children, Montgom- 
ery County, Alabama, T. R. Head, Jr., Septem- 
ber, 1922. 

t School Consolidation and Rural I4fe. Bureau 


of Education, Rural School Leaflet No. 1, Febru- 
ary, 1922. 


percent. In the years 1915-1917, out 
of a possible 735 pupils, 706, or slightly 
more than 96 per cent, entered high 
school. 


CONSOLIDATION THROUGH THE 
Moror Bus 


In practically every state authority 
has been given to school officials by the 
state legislature to utilize public funds 
for transportation of school children. 
It is difficult to say just how large a 
consolidation unit should be, since 
there are many factors that must be 
taken into consideration such as popu- 
lation, topographical conditions, wealth 
of the district, condition of roads and 
the kind of transportation desired by 
the people. Undoubtedly, auto trans- 
portation is the most desirable, pro- 
vided conditions make it feasible, since 
it tends to insure a Jarger consolidated 
unit. A small consolidated unit, while 
it is an improvement over the one- 
teacher school, has been found univer- 
sally unsatisfactory. The transporta- 
tion problem has become mutually tied 
up with the good roads movement in 
the several states. Wherever the co- 
operation of the government officials is 
obtained in planning road improve- 
ments, the difficulties of transportation 
decrease. The state departments of 
education reported in the question- 
naires that motor busses are now being 
generally installed in new consolidation 
centers and are replacing horse-drawn 
vehicles just as rapidly as the good 
roads development is keeping in line 
with educational progress. 

Auto companies are manufacturing 
and developing many kinds of motor- 
driven busses and school people may 
select from a wide choice of machines 
adapted to a variety of needs. 

Through the modern improvements 
in auto bus construction, school chil- 
dren ride in comfort and, according to 
superintendents, in them they are less 
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exposed to cold and inclement weather. 
Notwithstanding the greater initial 
cost, the auto bus can be run quite eco- 
nomically because of the saving of time 
which enables the same machine to 
make several trips. One auto fre- 
quently does the work of three horse- 
drawn vehicles. 

The automobile has been found in- 
valuable to superintendents and super- 
vising principals and to schoo! officials 
in the administration of schools. In 
the rural districts, the agriculture spe- 
cialists and farm agents are able, by the 
use of it, to make first-hand contacts 
with the farmers of the county. It is 
the means by which the vocational 
supervisors in agriculture and home 
economics supervise schools and carry 


on their itinerant teaching in the small — 


and scattered one-room schools. More- 
over, its use is most important in fur- 
thering the project work required of 
students in rural vocational schools, 
which work must be closely supervised 
through the summer months. 

Superintendent Clyde T. Saylor, of 
Chester County, Pa., reports that dental 
hygiene work has been made possible 
in his county through the use of the 
automobile. He says: 


A thoroughly trained dental hygienist 
spends her time {ten months of the year) in 
the schools giving lessons on the care of the 
teeth. She holds dental clinics for the ex- 
amination of the teeth of the school children 
and even cleans the teeth of those who need 
it. She carries all her own equipment, in- 
cluding a folding dental chair, with her in 
her car. She visits principally one-teacher 
schools and spends an entire day in each 
school. 
to give prophylactic treatment to from 
eight to twelve children in a day, which 
means that from fifteen hundred to two 
thousand children receive dental treatment 
annually in the rural districts. 


It is a well-known fact that the auto- 
mobile and the motor bus are being put 


The dental hygienist has been able’ 


into service more and more in the larger 
cities of our country, for the transpor- 
tation of children to schools concen- 
trated in larger centers, and to schools 
with special class instruction. Schools 
for crippled children, open-air schools, 
schools for mental defectives, continua- 
tion schools, etec., are examples of some 
types of specialized education. 

The superintendent of the New York 
schools reports that the city employs 
180 motor busses in which 7,512 chil- 
dren are carried daily. These include 
kindergarten pupils and crippled ele- 
mentary and high school pupils. Be- 
tween the hours of ten and twelve, the 
machines owned by the city are utilized 
in delivering supplies and equipment 
throughout the city, thereby making 
the investment an economical propo- 
sition. 

Detroit has invested approximately 
$32,000 in 15 motor busses to convey 
crippled, blind and deaf children and 
those afflicted with weak hearts. 

Baltimore and Philadelphia report 
extensive and constantly increasing use 
of the automobile. The latter city 
employs 12 busses to transport 300 
crippled children and four busses to 
convey children from rural parts of the 
city. 


ADVANTAGES OF ScHOOL 
CONSOLIDATION 


Since the limited data available on 
this topic very definitely indicates that 
the auto bus and the automobile con- 
tribute so materially in the develop- 
ment of education in the rural country, 
it might be well, in closing, to point out 
in a general way the far-reaching effect 
that the consolidated school is making 
on the educational development of this 
country. 

From a social and economic stand- 
point: 

1. It stimulates a rapid and stable com- 
munity development in all social and eco- 
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nomic life through public interest aroused in 
schools. 

2. It tends to broaden the social com- 
munity life and community spirit. This 
can be exemplified by the development of 
the community church, the grange, the 
lyceum, public evening meetings and 
entertainments of all types. 

3. It increases land values, as prospective 
buyers are willing to pay for better educa- 
tional advantages. In Champaign County, 
Ohio, for example, 55 per cent of the chil- 
dren in the community who go to the con- 
solidated schools come irom homes owned 
by their parents. In one of the townships 
the percentage of parents owning their own 
homes has increased in three years from 30 
to 64 per cent. Highways have been im- 
proved in all parts of the county and the 
superintendent reports that 1,625 miles of 
good roads in the county have resulted 
largely from consolidation. Rural com- 
munities, that at one time seemed remote, 
can now be reached by automobile in an 
hour’s time and by telephone in a few 
minutes. 


From the standpoint of organization, 
administration and supervision: 


(1) Consolidation recognizes the princi- 
ple of equality of educational opportunity. 
This means a longer school term, more skill- 
ful teaching, specialized instruction, helpful 
supervision, graded school conditions, well- 
organized and enriched curricula, adequate 
provision in grounds, building and equip- 
ment, high school advantages—equal op- 
portunities for every boy and girl, whether 
rural-bred or city-bred. 

(2) Consolidation tends to equalize the 
educational burden in that local school 
support is obtained from a larger ares, 
thereby causing the wealthier districts 
through equalized taxation to help support 
those less fortunately situated. 

(3) It affords the possibility of arranging 
better units for the apportionment of school- 
funds. State school support should be 
distributed on the basis of ability and 
needs with the thought at the same time of 
stimulating effort and the proper use of 
funds. 


Influence of the Automobile on the City Church 


By James J. COALE 
Secretary, Presbytery of Baltimore, Committee on National Missions 


HE metropolitan centers in the 
United States have grown up 
around the development of industry. 
Their growth and the shaping of their 
area have been determined by the es- 
tablishment of facilities for transpor- 
tation. The electric trolley car, in the 
closing years of the nineteenth and the 
first two decades of the twentieth cen- 
turies, not only made possible the sheer 
physical feat of housing vast popula- 
tions in the cities, but determined 
exactly what areas in the metropolitan 
districts might be built up, and was one 
factor in deciding the economic and 
cultural levels of the various sections of 
the city. 


THE PROBLEM 


No other group in the city’s popula- 
tion has been more affected by this fa- 
miliar development than the churches. 
Following the rush of population up- 
town in New York City, made pos- 
sible by the building of the elevated 
railroad system, and the electrification 
of the horse-car lines, it is stated that 
over two hundred churches south of 
Fourteenth Street moved north to 
various points on Manhattan Island. 
Some of these churches have moved 
not once, but twice and even three 
times, in the effort to follow the drift of 
population. 
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An exceptional church would elect 
not to move, but to remain and en- 
trench itself down-town. Trinity and 
St. Paul’s in New York, the old Stone 
Church in Cleveland, Ohio, St. Paul’s 
in Buffalo, N. Y., the First Metho- 
dist Church in Chicago are familiar 
instances of the down-town church. 
These churches have found their con- 
stituency in individuals and families 
living in all parts of the city, held 
by sentimental attachment to the old 
church; in the population of those 
down-town environs (usually living on 
an economic standard lower than that 
of the congregational average) and the 
floating down-townelement. The out- 
of-town stranger at the hotel and a 
class of people in every city, designated 
in Chicago as “Loop Hounds,” who 
simply love to come down-town, even 
on Sunday, make up the transient ele- 
ment to whom the down-town church 
especially appeals. 

The extension program of the church 
bodies has for a long period shaped it- 
self in accordance with these factors. 
Ignoring the specialized ministry to 
immigrant and industrial communities, 
which do not enter into consideration 
here, the groups responsible for city 
church extension have been under the 
necessity of finding some way of bal- 
ancing the claims of the neighborhood 
church with a local appeal, and the 
down-town church which must, in the 
nature of the case, be both a family 
church and a mission station. 

The extension of a subway or sur- 
face line stimulates the development of 
a new city neighborhood away out in 
the suburbs. A new church is estab- 
lished. Shall a member of a church 
down in the city retain his membership 
there, where his services and his fnan- 
cial contributions may be sorely needed, 
or transfer his membership to the new 
church right near his home? The 
children have usually been the deciding 


factor. The trolley-ride down into 
the city proves too irksome for parents 
with small children. It has nearly al- 
ways been found more convenient to 
send the children to the neighboring 
Sunday School. When the time would 
come for the children to unite with the 
church, they would go with their com- 
panions into the church in their own 
neighborhood. The ties of sentiment’ 
would have to be of extraordinary 
strength that would prevent parents 
from asking for their letters of transfer 
from their own old church to the con- 
gregation which had won their children. 

The automobile has upset all these 
calculations. It is no hardship at all, 
but a pleasant diversion, to bring the 
whole family in the old bus down into 
the city. 


Irs SoLtution—To Cuurcu BY Moror 


It is right here that the motor car 
has most profoundly affected the devel- 
opment of the church in the big city. 
Jt is obvious that the, down-town 
church has found it easier to remain 
with the coming of the automobile. 
The flight of the churches to the sub- 
urbs has by no means been stopped, 
but it has been noticeably checked. 
The pastor of a widely-known church 
in Baltimore said that he was glad that 
he had resisted the suggestion to move 
from the down-town section a few years 
ago. He added that it didn’t make 
much difference now in what part of 
the city the church was located, be- 
cause his entire congregation was free 
to attend the church services independ- 
ently of the trolley service. His opin- 
ion was that, by remaining at their 
present down-town site, this church 
was able to command the attention of 
the city in a way that would have been 
lost, had the church moved to an out- 
lying section. 

On the other hand, it is not easy to 
locate a new church in the outlying 
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districts with the same degree of con- 
fidence as formerly. Indeed, in the 
more well-to-do suburbs there is an 
element of danger in establishing a new 
church enterprise. The church edifice 
must be in harmony with the buildings 
surrounding it, which means consid- 
erable expense, while, at the same time, 
there is no assurance that the people of 
‘the neighborhood will sever their 
church ties in other parts of the city to 
come into the new church organization. 
The automobile is responsible for this 
element of caution. A new church na 
fashionable suburb is seldom projected 
nowadays without first making a care- 
ful canvass of the neighborhood and 
ascertaining the wishes of the residents 
regarding a new church in their midst. 

There is a popular impression that 
the automobile has affected adversely 
attendance at church service, but it is 
hard to find evidence to sustain such 
opinion. People who were interested 
in the church before purchasing an 
automobile are apt to continue that 
interest afterwards, and, as has been 
pointed out, a motor car facilitates 
attendance at church by the whole 
family. It is true that many people 
drive away from the big city for the 
week-end, but then it is equally true 
that people drive into the big city for 
. the same period. It is more often the 
case than not that the good church 
member, who drives out of the city on 


a bright Sunday morning and returns 
long after sunset, has attended church 
somewhere during the day. It may 
have been in another city a hundred 
miles from his home. The automobile 
has created a give and take in this mat- 
ter' of church attendance that just 
about cancel each other. 

The automobile has had its greatest 


‘development within the past decade. 


The churches during that same period, 
making proper allowance for the de- 
moralization created by the war, have 
maintained the same rate of growth as 
in previous decades, showing that the 
automobile has affected the life of the 
church very slightly one way or the 
other. It has compelled the restudy 
of the problem of locating churches in 
a given metropolitan area. It has in- 
troduced a new element of hazard in the 
establishment of new churches at the 
city’s circumference. As to the future, 
it is generally believed that the motor 
car will prove an instrument of bless- 
ing to the church. It makes possible 
attendance on the part of the invalid 
and the aged, who without it could not 
attend public worship. It facilitates 
the work of the church in caring for the 
sick and the indigent. While it is to 
some a temptation, it is to others 
an opportunity. Increasing study will 
doubtless be given to the problem of. 
making the motor car a real servant of 
the church in the coming years. 





What the Automobile Has Done To and For the 
Country Church 


By Warren H. Witson 
Board of National Missions of the Presbyterian Church in the U.S. A. 


O many things are affecting the 
farmers that it is difficult to meas- 

ure with precision the impact of one 
force. But of all the dynamic causes 
that are changing the aspect of the 
open country I suppose the automobile 
may be accepted as the symbol. It is 
itself a chief agency of change, and it 
is a channe] of the forces of the larger 
world, a commodity of the city, a 
means of urbanizing the rural mind, 
a carrier of the news and a key to the 
market. It has released farmers from 
the vegetable existence of the farm. 
It has made the farm more desirable 
and valuable. All these have affected 
the church where farmers worship. 
But just how much and in what re- 
spects we have as yet not determined 
by measurement. There are churches 
in Pennsylvania which on Sunday 
morning are surrounded with acres of 
automobiles. I know two that have 
purchased land for parking purposes 
because more autos attend than horses 
in the old days. On the other hand, 
the abandonment of country churches 
goes on apace, as it did in the nineties, 
and some of them are disused because 
they are out of the path of motor traffic. 
It was at first said that “the auto 
was killing the country churches,” 
but I never believed it. The decadence 
of the open country church began be- 
fore Elwood Haynes drove his first 
“horseless carriage’ at the World’s 
Fair. And besides the motor has 
brought people to church whom the 
horse would never have brought thither. 
Its influences have been both bad and 
good for the country church. The 


religious forces are probably neither 
stronger nor weaker 3ecause of gasoline 
power. I know of 30 estimate of ac- 
celeration of the decay of the old-style 
country church wichin the years of 
motor transportation. The most solid 
gains as well as cortinued losses have 
been registered in the past two decades. 


BENEFITS TO CLERGY AND PARISH 


In the absence of any measurement 
of the influence of zhe motor upon the 
farmers’ church in town and country 
one has to use observation and judg- 
ment. But whatever is said must be 
stated with the modesty and reserve 
suitable to a process the end of which 
is not in sight, its analysis unrecorded. 
I remember well zhe first pastor who 
testified in a meeting of his brethren 
in Montana to tie gospel use of an 
automobile. He employed it for visit- 
ing the remote ranchers “above the 
ditch” on the s2mi-dry lands. His 
experience awakened a sensation. An- 
other pastor in populous New Jersey 
about the same time purchased a car, 
to the indulgens amusement of his 
people, and used it to establish connec- 
tions, on each Sabbath day, with eight 
services of worsaip, covering a wide 
area aforetime n2glected. I rode with 
him one Sunday over his circuit. He 
needed only two sermons, the same 
number as before, but he had quad- 
rupled his professional efficiency. Not 
the least of his eppeal was in the bold- 
ness and energy he showed and the 
swiftness, the lcng reach, of his attack 
upon their attention. How many rides 
across prairie and mountain have I 
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enjoyed since that time, by the side 
of preacher or superintendent! Every 
year the pace is swifter, the penetration 
of remote places more surprising. 
Nowadays the rural mirister who has 
not a motor is a rare man. Even a 
“summer student,” serving as appren- 
tice in his vocation, may buy a car in 
June and sell it in September, having 
in the meantime enjoyed his work and 
served his people well. 

When automobiles were first offered 
in the general market, ninisters had 
already given up owning the traditional 
“horse and buggy.” An assistant in 
my office, who toured the towns on 
the Alleghany River abcut the year 
1910, reported his amazement that no 
pastor in those churches he visited 
owned a horse, though every manse 
had a stable, empty remmder of the 
faithful comrade of former rural minis- 
ters. The village church rad already 
at that time lost its hold upon farmers, 
by reason of changes not proper to dis- 
cuss here. The time was ripe for a new 
experience in transportaticn, and the 
automobile offered itseli—apparently 
at that time an expensive toy. Then 
by some magic every minster began 
to buy a car. Like the farmers they 
served, they complained cf poverty; 
but they found the means s»mehow to 
purchase vehicles, the ckeapest of 
which was purchased at a cost twice 
the purchase price of horse and buggy 
new and of the best. I suppose, there- 
fore, that one of the effects cf automo- 
biles upon country churches has been 
the supply of a needed medicine for 
rural meanness of spirit, a stamulant of 
better consumption. 
church upon a basis of better pay for 
the pastor’s services, in tha: both he 
and his officers find that to “buy a 
Ford” does not impoverish ~hem but 
increases their profitable efficiency. 


a 17.1 


It ha; put the - 


clate. It is of all the consumers’ goods 
the most swiftly consumed. JI suppose, 
therefore, that it has been an eloquent 
advocate of a better way of life. Farm- 
ers, who had been producers only, be- 
came in respect to one product eager 
consumers. They have a motive for 
approving the same sort of consump- 
tion in their ministers. . The whole 
experience of motoring has been, I 
dare say, a revelation of the need of 
better pay for preachers and more 
generous support of the church. 


CuurcHes Must FOLLOW THE 
HicuHways 


It is a commonplace that the motors 
have demonstrated to conservatives 
the need of better roads. Their use 
has made possible a revolution in road- 
making. The new state and county 
roads are mobilizing the rural popula- 
tion. Villages that do not now offer 
satisfactions of the long-repressed wants 
of farm people are no longer even a 
stopping place of the automobiles, 
which carry their owners to the grow- 
ing towns, where are offered first-class 
garage service with corresponding 
grade of moving pictures and street 
life. The county is being mapped 
again upon a larger radius of “going 
to town.” In the Northwest, where 
the villages have not yet won a senti- 
mental dominion of the farm popula- 
tion, this process shows itself in dried- 
up little hamlets that have ceased to 
grow, while others, spaced farther 
apart, are thriving upon the byproduct 
industries of motor transport. 

Churches that are not on the lines 
of motor travel show uneasiness. 
Some that were about to expire have 
now breathed a last gasp unnoticed. 
While those meeting places upon the 
new highway, or near enough for con- 
venience, see a future for themselves 
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to new houses upon the highways. 
Naturally the village churches have 
profited by this faith. They were 
clustered originally in expectation of 
farmer support and now they live in 
hopes. If their faith and hope had 
only the supreme grace of love they 
would be the most religious institutions 
in America. In Texas there is a church 
in Collin County, six miles from each 
of three villages, which has built a new 
edifice and a new manse upon the 
county highway, only half a mile away 
from its former site. It is the delight 
of the countryside. Its services are 
well attended and special occasions are 
graced with the presence of the old 
throngs of one to three thousand, who 
come from far, as their fathers used, to 
see and meet people of like mind and 
condition. In Connecticut is an old 
church on a hill road now almost 
disused. Only an occasional funeral 
requires the opening of the padlocked 
door. But on the proposed motor 
highway that passes the foot of the 
little hill there is church service every 
Sunday afternoon in a community 
house, beside which the motors have 
found scanty parking space. 

The automobile has sifted the at- 
tendance upon rural churches. One 
does not see so many young men and 
women there, to whom it provides so 
proper an expression of their speed and 
vivacity. Unless the minister is a 
man able to attract and hold the young 
they yield to the temptation to go 
somewhere on Sunday, and the church 
has a new reason for deploring their 
alleged irreligion. To the pastor of 
fertile spirit and contagious religious 
purpose the automobile brings a throng 
of young and old. Further, the church 
which is attended by families in motors 
is not so attractive to pedestrians as 
it was, and has a new distaste for those 
who are still dependent upon the horse 


for motive power. The automobile has, 
therefore, made the country church 
even more a place of assembly of the 
middle-aged, and even more aristo- 
cratic than formerly. 

I saw in western Nebraska the work- 
ing of this force. We were trying to 
launch there a church among the 
ranchers on semiarid lands. Each 
rancher is possessed of a section of 
land and, therefore, the houses are on 
an average one mile apart. At a 
funeral of a rancher there were ten 
cars and one farm wagon; and after the 
services in the shabby little four-room 
house the coffin was laid across the 
rear doors of a big seven-passenger 
car, two men being first seated in the 
rear seat to watch and steady it. It 
was securely bound and the procession 
started for a graveyard fifty miles 
away. The farm wagon did not offer 
to follow. There was no place for a 
horse in that procession, at a speed 
of sometimes thirty miles per hour over 
the rolling prairie. The occasion was 
an impressive comment upon our 
attempt to maintain a resident pastor 
and a church so far from a focus of 
rural habit and sentiment. Soon the 
pastor moved to town and no other has 
moved out to take his place. 

The automobile is a vehicle for the 
assembling of people from a wide area 
at a center and for reaching all the 
farms of the area with services that 
center at a convenient point. One 
would suppose that it would reinforce 
the village churches, but that is still 
a question. Only a religious force can 
accomplish an effect in religious con- 
struction. The village has shown in 
recent decades no new leadership 
commensurate with the changes going 
on in city life and in agrarian organiza- 
tion. Village ministers as a rule are 
convinced that their relations are with 
the cities, not the farms. So long as 
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their backs are turried upon the farmers 
the farmers will turn a cold shoulder 
to the village church. 


Success or PARISH ORGANIZATION 


There are, however, a few villages 
in the Middle West, where an agrarian 
psychology prevails, whose churches 
are attended by farmers. And on the 
Pacific Coast the surveys show a 
marked gain in village attendance by 
farmers going to church. But generally 
the religious condition of a farmer is 
measured by his support of the open 
country church or the meetinghouse in 
the hamlet. Until this day it is un- 
fortunately true that as the open 
country church dies out farmers be- 
come irreligious. In this the automo- 
bile has wrought no general change. 

Seeing this dual effect of motor 
transportation, a few foresighted re- 
ligious men have planned what we call 
the larger parish. In the Rocky 
Mountain region, at Montrose, Colo- 
rado, and at Lingle, Wyoming, are ex- 
amples of parish organization in which 
two or three ministers are organized 
` upon the basis of collective service of 
a wide area; the radius of which is no 
longer the “team-haul,” but the dis- 
tance a minister can travel between 
Sunday services,—say ten or twenty 
miles. These larger parishes serve a 
scattered population, who have not 
yet fully “proved up” on their home- 


steads, much less on their permanence 
of residence. They are experiments. 


‘ In Michigan at Benzonia and in New 


York at Glens Falls are other instances 
of parish organization, in which assist- 
ant pastors minister to farmers and the 
dwellers in hamlets, under town and 
city ‘leadership. The physical equip- 
ment of all these plans is the automo- 
bile. 

In the development of the new voca- 
tion of supervision of churches the 
automobile is an essential.’ We are 
beginning to have men of energy and 
scientific temper in charge of rural 
church work. These men all own fast, 
powerful, small cars. They are making 
speed, in both a geographic sense and 
a sociological. The hope of the rural 
church is, in my judgment, with these 
men. It does not follow that be- 
cause country people have automobiles 
they will go to church at a logical— 
a “strategic’—center. There are 
many poor who have none, many 
children who have command of none, 
and sick who could not drive a motor. 
The church lives and breathes by its 
help rendered to these hindered and 
hampered persons. Until we have 
covered the country with a system of 
motor-busses like unto the ‘“‘kid- 
wagons” in consolidated school dis- 
tricts, we cannot regard the automo- 
bile as a, determinant in the organiza- 
tion of rural religion. 


Function of the Motor Truck in Reducing Cost and 
Preventmg Congestion of Freight in 
Railroad Terminals 


By T. C. POWELL 
Vice-President, Erie Railroad 


ISTORY records the failure of 

man to predict wita any marked 

success the course of future events or 
of the consequences of any action. 

This comment applies with great 
force to the subject of transportation. 

The first railroads in England (and 
which preceded those in America) were 
projected with the idea taat they would 
carry freight and not passengers (ex- 
cept in a very minor degree). As a 
matter of fact they were immensely 
popular as passenger lines while the 
freight tonnage fell belcw expectation! 

On the other hand, the first self- 
propelled vehicle (or steam carriage) 
operated on the highways of England 
was a modified stage ccach for passen- 
gers only, but the public accepted it 
very slowly and the influence of the 
owners of the coaches and public inns 
was sufficient to drive the steam car- 
riage off the highways and into 
oblivion. 

The “Steam Road Carriage” has 
now become the automobile of today 
and the auto truck has taken over an 
immense freight tonnége and can give 
a service supplement.ng that of the 
steam railroads, and which, properly 
directed, will economize in terminal 
service for the benefit of all concerned. 

The steam railroads of America have 
never hesitated to assume any trans- 
portation burden placed upon them— 
from handling freigh: cars of 70 tons’ 
capacity or greater, to running across 
the continent at passenger train speed 
and even faster, trairs of silk from the 
Orient worth millions of dollars, de- 


pending upon fast schedules to save 
the owners the cost of insurance and 
interest charges. 

But neither in this country nor 
abroad can the railroad managements 
overcome the inertia connected with 
the handling of freight cars througl. 
the rail terminals, if dependent onl; 
upon the locomotives as motive power 
and the limited area of the railroad 
freight warehouses for distributior! 
The relief, therefore, must be found in 
the use of a more mobile vehicle than 
the freight car propelled by a steam 
locomotive. 


Moror Trucks TO THE RESCUE 


Such a vehicle is the self-propelled 
motor truck which is of three kincs. 
z.g., internal combustion or gasolire, 
electric and steam, the last two being 
in the minority. 

The self-propelled motor truck may 
be supplemented by “trailers” of 
equal or greater capacity. 

The railroads have realized for years 
that the cost of real estate in lacge 
cities, necessary for the enlargement of 
terminal yards and station, buildirgs, 
has become prohibitive; besides realiz- 
ing, also, that such facilities are so 
rigid and immovable as to limit their 
usefulness in developing the business of 
the community. 

The delay in availing of thecon- 
venience of the motor truck for ter- 
minal service may be partly ascribed to 
fear of competition on long haul traffic; 
and motor truck operators must admit 
that a good deal of their propaganca in 
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the past has appealed to the prejudice 
of the shipping public and not so much 
to their common sense. 

Nothing will be gained by attempt- 
ing to drive out the steam railroad by 
prejudice. 

The governing factors will be Ezr- 
pense vs. Economy. 

The ultimate design of a railroad 
steam track yard and a railroad freight 
warehouse will take into account the 
following: 

1. A location with relation to the 
business community, which will insure 
a, fanlike collection and distribution of 
freight by motor truck; such trucks 
being operated by the railroad com- 
pany, or by separate corporations 
under contract with the railroad or by 
individuals or corporations responsi- 
ble to the shippers and receivers of the 
goods. 

2. An arrangement by which solid 
cars of freight of one commodity, or 
of various commodities for one party, 
-may be placed under cover in such a 
position with relation to the roadway 
as to permit easy and quick access by 
vehicles; prompt loading of such vehi- 
cles and immediate delivery to those 
consignees equipped to receive their 
goods without delay. In lieu of such 
facilities on the part of consignees 
there should be provided storage ware- 
houses to which the various commod- 
ities may be transferred and ‘stored 
ready for subsequent disposition by 
the owner. 

8. The provision for less than car- 
load consignments is different only in 
degree, but after a car containing vari- 
ous consignments for different parties 
hes been placed for unloading, there 
should be an immediate transfer of the 
contents to a vehicle for delivery to the 
consignees or to a warehouse located so 
as to serve the territory in whicb the 
consignee is doing business; that is to 


say, every handling of a package 


should carry it closer to its final place 
of deposit in the hands of the owner. 

4.'The freight cars so relieved will 
be available at once, after inspection, 
for a return load. . 

5. Now comes the problem of out- 
bound shipments, which, in the nature 
of things, is more complicated than in 
the reverse direction. 

The end and aim of any change in 
the present methods is “flexibility and 
speed.” A waiting vehicle is an abom- 
ination! 

The method of collecting freight for 
loading into railroad cars prevalent in 
London, England, in 1850, was as fol- 
lows (modernized wording): 

A multitude of carts and vans, which 
serve as a sort of tenders to this department 
of the railway business, are employed in 
radiating through every part of the capital, 
which they sweep over and collect such 
parcels of goods as are individually too 
small to be sent by their expeditors by 
separate wagons. These, with the larger 
and heavier parcels brought by independent 
drays and wagons, arrive without interrup- 
tion during the day and a great part of the 
night at the station of departure, on the 
platforms and under the sheds of which 
they deposit their loads. They are re- 
ceived by the loading porters, and way- 
billed by clerks stationed on the platforms 
for the purpose. The smaller parcels, 
which are extremely numerous, are rolled 
in barrows and trucks, after being sorted 
and classed according to their destinations 
and qualities, to the freight cars in which 
they are to be transported. The larger 
articles are seized by cranes, lifts, capstans 
and other machinery, much of which is 
worked by steam power, and expeditiously 
laid on their respective cars, having pre- 
viously undergone the process of weighing 
and waybilling. 

I see no reason why this description 
of 74 years ago should not apply to a 
railroad terminal of 1924 operated with 
the co-operation of the shippers of today. 

6. Such delivery direct to the rail- 
road freight stations and team tracks 
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should be supplemented as in the 
reverse direction by intermediate ware- 
houses and “off line staticns” so that 
the “‘extremely numerous” small par- 
cels may be delivered into the custody 
of the railroad by trucks operated by, 
or under control of, the shipper, in 
order that the shipper’s premises may 
- be relieved as frequently as possible. 


This plan also enables the railroad 
companies to unite in a common con- 
venient receiving depot which, as 
above described, may also be operated 
as a common delivery or transit station 
on inbound freight. 

The experience of the Erie Railroad 
in New York demonstrates the prac- 
ticality of this plan. 


Distribution of Gasoline and Methods of Price Control 


By Husron THOMPSON 
Washington, D. C. 


T the present time about 85 per 
cent of the total quantity of 
gasoline consumed in the United States 
is sold to the retailer or ultimate con- 
sumer either by the company manu- 
facturing it or by an affiliated or sub- 
sidiary concern. The remainder is 
purchased by wholesalers F. O. B. 
plant from the smaller refiners. Gaso- 
line is distributed in wholesale quanti- 
ties in tank steamers, tank cars, motor 
tank-trucks and horse-drawn tank- 
wagons. ‘The large refiners distribute 
gasoline from their refineries to the 
principal marketing ceaters in tank 
steamers and tank cars. Tank steam- 
ers are used extensively for coastwise 
shipments from refineries on San 
Francisco Bay and in southern Cali- 
fornia to the large markets of the 
Columbia River and Puget Sound 
regions. During the Inst two years 
millions of gallons of gasoline produced. 
in California have been transported by 
tank steamer via the Penama Canal to 
the Atlantic Seaboard Daily entire 
trainloads of gasoline in tank cars, 
destined for large consuming centers, 
leave the important refining regions of 
the Rocky Mountain and Mid-Conti- 
nent oil fields and the large refineries 
farther east. 


Adequate storage facilities are main- 
tained in the large cities along the 
Atlantic, Gulf and Pacifie Coast and at 
important interior refining points from 
which the requirements of the retail 
dealer are supplied. The seasonal 
demand for gasoline necessitates the 
accumulation of large stocks during the 
winter months in order to meet the 
requirements of the heavier spring. 
summer and autumn trade. The bulk 
of the retailers’ supply of gasoline is 
distributed by tank-trucks or tank- 
wagons from storage tanks located near 
railroad sidings. Tank-truck and tank- 
wagon drivers usually sell at retail to 
anyone on the route who will buy five 
gallons or more at a single purchase. 

The great bulk of the gasoline used es 
a motor fuel for automobile and other 
internal combustion engines is a blended 
product. Formerly only “natural” 
or “straight rim” gasoline, obtained Ly 
distilling petroleum by the applicaticn 
of heat at atmospheric pressure, was 
sold for motor fuel purposes. But n 
recent years, due to the tremendous 
increase in gasoline consuinption, larze 
quantities of “casing head” gasolire, 
extracted from natural gas, and of 
“cracked” gasoline, produced by a 
number of cracking processes applyiag 
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very high temperatures to gas and fuel 
oils while under superatmospheric pres- 
sure, have been produced to supple- 
ment the supplies of natural gasoline. 
These products are blended by the 
manufacturer before being sold to the 
trade. The yield of gasoline has been 
increased greatly by the widespread use 
of cracking processes. A refiner using 
Mid-Continent crude can recover from 
45 to 565 per cent of gasoline from a 
barrel of crude petroleum when pres- 
sure stills are used, as compared with 
about 25 per cent from ordinary dis- 
tilling methods. Improvements in in- 
ternal combustion engines should soon 
make possible the utilization of a still 
larger yield of serviceable motor fuel 
than is now obtainable in the form of 
gasoline from cracking processes. 


How GASOLINE Is SoLD 


The gasoline business of this country 
is conducted by two general types of 
companies. The first includes the 
large integrated companies with exten- 
sive investments which are engaged in 
several branches of the industry. In- 
deed many of them, either directly or 
through subsidiaries or affiliated com- 
panies, are engaged im producing, 
transporting and refining crude petro- 
leum and in marketing gasoline both 
at wholesale and at retail. The other 
type of companies is those engaged in 
but a single branch of the industry such 
as wholesaling or retailing. 

There are four kinds of gasoline 
prices: (1) refinery prices, at which 
gasoline is sold to wholesalers and 
jobbers, in tank car lots; (2) the tank- 
wagon price, which is the wholesale 
price to retail dealers such as garage 
men and service station operators; 
(3) special prices to large consumers, 
which are usually one cent over the 
wholesale price; and (4) the retail or 
service station price, which is the price 
charged the ultimate consumer. 


Refinery sales are made both at cur- 
rent or spot prices and on contract. 
It is a common practice at the present 
time for wholesalers and independent 
refiners to base their contracts upon the 
tank-wagon (wholesale) price of the 
Standard marketing company in the 
territory to which shipment is made. 
Fixed differentials between the whole- 
sale and retail prices of gasoline are 
maintained by the large gasoline mar- 
keting companies. This margin is two 
cents per gallon in some sections of the 
country and three cents in others. At 
some points where the large marketing 
concerns do not maintain service 
stations much larger differentials are 
added; for example, the Federal Trade 
Commission discovered cases in Mon- 
tana in which retail concerns (engaged 
only in intrastate trade) sold at from 
ūve to ten cents per gallon above the 
wholesale price,! and the Commissioner 
of Agriculture for the State of Minne- 
sota reported on November 14, 1923, 
that: ? 

The ordinary gross retail margin is two 
cents per gallon on gasolne, though a 
spread as great as eight and ten cents has 
temporarily existed. 

The failure of wholesale and retail 
dealers to pass the benefits of price 
reduction on to the consumer has led to 
the establishment of co-operative retail 
stations in different sections of the 
country and to the sale of gasoline by 
the state or municipality in other places. 
After a careful inquiry into conditions 
in Minnesota in the summer of 1923, 
the State Commissioner of Agriculture 
reported that with one or two excep- 
tions “‘all retail dealers took advantage 
of the extremely high prices prevailing 
during the summer of 1928,” and that 


1The Petroleum Trade of Wyoming and 
Montana, p. L. 

2? Bulletin No. 30, Report of Investigation of 
Gazoline and Kerosene Prices and Methods of 
Distribution, p. 15. 
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“it is apparent that the motor vehicle 
owner has no relief or protection 
against excessive gas anc oil prices 
under current conditions in Minne- 
sota except through the organization 
and maintenance of co-operative sta- 
tions.” ? 


BEFORE AND ÁFTER DIESOLUTION 


In order to make clear the present 
situation with respect to pr-ce control in 
` the sale of gasoline, it is necessary to 
call attention to certain facts with 
respect to the dissolution of the 
Standard Oil Company. At the time 
of the Standard Oil dissolution, effective 
in December, 1911, the Standard did 
85 per cent of the total domestic busi- 
ness of the United States in refining and 
marketing petroleum products. The 
few independent refiners and marketers 
then in business were allowed to exist 
merely by sufferance to give an ap- 
pearance of competition. 

The only branch of the petroleum in- 
dustry in which theStandard did not do 
the bulk of the business was that of 
production. As the crude-oil producing 
business is a hazardous one, the Stand- 
ard was willing to allow ir dependents to 
develop production, the bulk of which it 
purchased at the oil wells at prices an- 
nounced or pcsted by :ts purchasing 
agents. 

It is still customary in the business 
and financial world as well as in general 
practice to distinguish between two 
groups of interest in zhe petroleum 
industry; one group includes companies 
which were subsidiaries of the Standard 
Oil Company ‘New Jerszy) at the time 
of the dissolution and of companies 
since acquired by any cf the Standard 
units, while the other group embraces 
all other companies, which are com- 
monly referred to as “Independents.” 
While in this discussion the Standard 


companies are frequentty referred to as 
3 Ibid., pp. 14-15. 


a group, it should be borne in mind that 
since the dissolution each unit has 
maintained a separate organization, 
each having separate officers, directors 
and refining, transporting and market- 
ing equipment. 

Since the dissolution the generally 
prevailing prices of gasoline and other 
petroleum products have been those 
named by the several Standard market- 
ing companies, notwithstanding the 
fact that the proportion of the business 
done by independents has steadily 
increased until the percentage is now 
about three times as great as it was in 
1911. Large independent companies 
such as the Gulf Oil Corporation and 
the Texas Company east of the Rockies 
and the Union Oil Company of Califor- 
nia on the'Pacific Coast, are now as 
large as some of the larger Standard 
units, 


MAINTAINING Price CONTROL 


The maintenance of this price leader- 
ship in practically all parts of the 
country has been chiefly due to the 
fact that, with only minor exceptions 
in recent years, the different Standarc. 
units have not competed with eack 
other in the purchase of crude nor ir 
the sale of gasoline at retail, but in 
these respects have apparently con- 
tinued the harmonious business re- 
lationships of predissolution days. For 
example, prior to the dissolution, th2 
Prairie Oil & Gas Company in th2 
Mid-Continent Oil Field, and the Sees 
Purchasing Agency in the Appalachian 
Field, acted as the crude oil purchasing 
agents for several Standard refining 
companies. This practice was con- 
tinued unchanged for a number of 
years and still exists with some mod- 
fications, with the result that there has 
been little price competition between 
these Standard refineries in the crude 
market. Likewise the Standard pipe 
line companies have practically served 
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only Standard refineries, notwithstand- 
ing the fact that in 1914 the United 
States Supreme Court upheld the 
constitutionality of the Hepburn Act 
declaring interstate pipe lines common 
carriers. ‘The use of these pipe lines 
by Standard companies, while eastern 
independents were at first denied their 
use and later prevented from using 
them through ‘onerous shipping re- 
quirements, probably has been the most 
important factor in enabling the Stand- 
ard companies east of the Mississippi 
River to maintain their dominant price 
leadership. 

As the chief element in the cost of 
producing gasoline is the raw material 
—crude petroleum—the harmonious 
relationships of Standard companies 
enabled them to secure their crude on 
more favorable terms than their com- 
petitors. The proportion of the total 
cost represented by the cost of crude 
varies with the price of the crude—the 
higher the price the greater is its per- 
centage of the total cost. Conse- 
quently, the development of eastern 
independents, being prevented from 
availing themselves of a cheap and 
abundant supply of crude from the 
Mid-Continent Field on equal terms 
with Standard plants, has been stunted 
and they have not become an impor- 
tant factor in competition. The only 
independents that have become large 
factors in the petroleum business are 
those having their own pipe line 
systems, such as the Texas and Gulf 
companies. An inquiry into petroleum 
refining costs made by the Federal 
Trade Commission, which included the 
costs of five large companies running 90 
per cent of the total quantity of crude 
petroleum refined in the Pacific Coast 
territory, shows that in 1919 the cost of 
the crude represented about 80 per 
cent of the total cost of refining when 
the average cost of the crude was 95 


- barrel. 


cents per barrel, but that the propor- 
tion was over 90 per cent when the 
average crude cost was $1.63 per 
East of the Rocky Moun- 
tains, particularly near the Atlantic 
Seaboard, the proportion would be 
still higher. At the present time pipe 
line charges from the Mid-Continent 
Field to the Atlantic Seaboard consti- 
tute about 50 per cent of the delivered 
cost of the crude, consequently they 
are an important factor in gasoline 
costs. 

In 1916, the Federal Trade Com- 
mission issued a report which called 
attention to the following important 
facts: (1) that “pipe lines are as funda- 
mental a factor for the oil industry as 


_ the railroads are for agriculture”: (2) 


that the pipe line rates then charged 
were exorbitant; and (8) that competi- 
tion in the petroleum industry would 
be promoted if the smaller refiners were 
enabled to use the existing lines under 
reasonable rates and equitable shipping 
conditions.§ 

‘The fact that small independents 
have not been able, generally speaking, 
to use the large interstate pipe lines as 
common carriers has resulted in the 
location of the vast majority of their 
refineries in the immediate vicinity of 
the large oil fields and thus prevented 
them from becoming a competitive 
factor in the large consuming centers, 
because it is much cheaper to transport 
crude petroleum by pipe line to such 
centers than to refine it in the oil fields 
and transport the gasoline by rail in 
tank cars. The only sections of the 
United States in which a reduction in 
crude prices is surely and promptly 
followed by a reduction in gasoline 


4Report on The Petroleum Industry of the 


Pacific Coast, Part I, p. 188, and Report on the 
Price of Gasolins in 1915, p. 15. 
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prices is in Oklahoma and Texas, which 
are near these large independent re- 
fining centers. 

The continued harmonious business 
methods of the former members of the 
Standard Oil combination is further 
evidenced by the fact that they have, 
with only twa important exceptions, 
continued to market gasoline at retail 
in the same way ds before the dis- 
solution. The Standard marketing 
territories, in almost all cases, arbi- 
trarily follow state lines. In some 


sections the marketing territory is con- - 


fined to a single state, as in the case 
of the Standard Oil Company of Ohio 
and the Standard Oil Company of 
Nebraska, while in others the market- 
ing territory embraces a number of 
states, as in the case of the Standard 
Oil Company (Indiana) which sells 
gasoline at retail throughout Michigan, 
Wisconsin, Minnesota, NorthandSouth 
Dakota, Iowe, Ilinois, Indiana, Mis- 
souri and Kansas. 


POWER OF THE STANDARD GROUP 


During the last few years some of the 
Standard group have exhibited a 
greater degree of independence than 
formerly with respect to this phase of 
their business. The most important 
example is that of the Atlantic Refining 
Company, which has extended its 
wholesale and retail gasoline and 
kerosene business into Massachusetts, 
Rhode Island and Connecticut, origi- 
nally the merketing territory allotted 
to the Standard Oil Company of New 
York. 

Two reports of the Federal Trade 
Commission describe these Standard 
marketing territories. The Commis- 
sion’s report on the Price of Gasoline in 
1915 shows that arbitrary price dif- 
ferences frequently existed in neighbor- 


° Seo reports on the Price of Gasoline in 1915 
and the Pacific Coast Petroleum Industry, Part II. 


ing towns located in different states. 
This was strikingly illustrated in the 
case of towns in the states of Idaho and 
Washington, the former in the territory 
served by the Continental Oil Com- 
pany, and the latter by the Standarc 
Oil Company (California). The same 
situation existed in the border towns oz 
Indiana, Ohio and Kentucky, which 
are served by the Standard of Indiana, 
Standard of Ohio and Standard o? 
Kentucky, respectively. It was found 
that the inequalities in prices in such 
cases were often two cents per gallon 
and ranged as high as eight cents. 

It is the power of the various Stanc- 
ard companies to dominate the situs- 
tion which prevents freedom of com- 
petitive action. In testimony before 
the Committee on Manufactures of tke 
United States Senate in 1922 and be- 
fore the Federal Trade Commission m 
1916, representatives of the different 
independent companies and orgari- 
zations called attention to the fact that 
they feared the Standard’s power. For 
example, R. L. Welch, then general 
counsel for the Western Oil Jobbers 
Association, stated:? 


I don’t believe there is a jobber in cur 
organization who can survive who does rot 
Zollow the market of the Standard Oil Com- 
pany, and so far as I am concerned I would 
advise them to do so. 


When asked whether the members of 
his organization sold at higher prices 
than the Standard, Mr. Welch testified: 

Occasionally here and there some one has 
risen above it, but whenever he has done it 
he has lost enough gallonage to get his 
lesson. 


The Federal Trade Commissian’s 
inquiry into competitive conditions in 
the Pacific Coast territory shows that 
following a period of keen competition 


1 Federal Trads Commission Report on the 
Prices of Gasoline in 1916, p. 187. 
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in 1914 and early 1915, during which a 
number of independents went bank- 
rupt, the independent marketers organ- 
ized an association, and that: ê 


Since September, 1915, members of the 
association agreed among themselves to 
maintain the prices announced by the 
Standard Oil Company (California), and in 
order to maintain these prices they adopted 
the same differentials and classifications of 
customers as were used by the Standard. 
They listed and, pursuant to agreement, 
refused to sell to retailers who sold below 
the agreed price until such retailers main- 
tained list prices. 

This was still the situation when the 
Commission completed its inquiry in 
1921. It is interesting to note in this 
connection that the records of this 
association did not disclose any refer- 
ence to price discussion, but that a very 
complete record of their price agree- 
ments was found in unsigned memo- 
randa. At a hearing before the Com- 
mission the secretary of the association 
stated in response to & question by 
Commissioner Murdock that after 
adjourning the regular meetings— ° 


They go out arm in arm. The chances are 
they haven't seen each other for a week. 
After the crowd is outside they do the real 
thing they are interested in. 


The harmonious relations which 
continued to a marked degree for a 
dozen years after the Standard dis- 
solution, resulting in a continuance of 
monopoly control of the entire petro- 
leum industry, are undoubtedly due to 
the interlocking of stock ownership 
resting in the hands of a few persons. 

The dissolution decree allowed the 
stock in the subsidiaries of the Stand- 
ard Oil Company (New Jersey) to be 


8 Pacific Coast Petroleum Industry, Part IS, 
p. X. 

9 Federal Trades Commission Report on the 
Paotfie Coast Petroleum Industry, Part H, p. 193. 


distributed ratably among the stock- 
holders, the provisions relating to 
distribution of stock being as follows:1° 


` But the defendants are not prohibited by 

this decree from distributing ratably to the 
shareholders of the principal company the 
shares to which they are equitably entitled 
in the stocks of the defendant corporations 
that are parties to the combination. 


The shares in each of the subsidiary 
companies which were formerly held 
by the Standard Oil Company (New 


_ Jersey) were distributed ratably among 


the stockholders and the control of each 
subsidiary passed from the holding 
company to the persons who had domi- 
nated the Standard Oil combination. 

Testimony before the Senate Com- 
mittee on Manufactures during 1922 
disclosed the fact that certain formerly 
important stockholders had disposed of 
their holdings in some of the larger 
Standard units; and that within the 
last two or three years the stock has 
become quite widely distributed. For 
example, it was testified that John D. 
Rockefeller, Sr., was no longer a 
stockholder in the Standard Oil Com- 
pany (Indiana) and certain other 
Standard units. The lessening of the 
degree of interlocking stockholdings by 
the group of capitalists formerly con- 
trolling the various Standard units may 
account for the fact that in certain 
phases of the petroleum industry some 
of the Standard units are now display- 
ing more independence; for example, 
the Standard Oil Company of Indiana 
and the Standard Oil Company of New 
Jersey no longer purchase all of their 
crude petroleum in the Mid-Continent 
oil field from the Prairie Oil & Gas 
Company. 

The greatest* menace to future 
improvement in competition in the 
sale of gasoline and other petroleum 


10 173 Fed. Rep. 177, 199, Sec. 5. 
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products appears to be the establish- 
ment of greater control im certain 
Standard marketing territories through 
the acquisition of independent interest. 
For example, during the past three 
years the Standard On Company 
(Indiana) acquired the Midwest Re- 
fining Company, which was already 
the dominant factor in production and 
refining in the Wyoming oil field. 
Notwithstanding the fact that the 
Wyoming and Montana producer of 
crude petroleum receives a lower 
price for bis product than producers in 
the Mid-Continent and other oil fields 
east of the Rocky Mcuntains, the 
consumer in Idaho and Montana is 
forced to pay a higher price for gasoline 


because the Standard charges higher 
prices for shipments into those states 
than for shipments into territory 
tributary to the independent refining 
center at Tulsa, Oklahoma.*! 

The situation with respect to price 
control in the sale of gasoline was 
summarized in a recent report of the 
Federal Trade Commission as follows: ” 


Price initiative today seems to be left 
generally to the Standard companies, and 
competition is apparently more directed to 
developing facilities for getting business 
than in seeking to obtain it by underselling. 


11 Federal Trade Commission, The Peroleum 
Trade in Wyoming and Montana, p. 2. 

12 The Advance in Price of Petroleum Products, 
p. 63. 


The Billboard and the Public Highways 


By J. Horace McFaruanp, L.H.D 
President American Civic Association 


O one who uses the improved high- 
ways that the automobile has 
made necessary in America can have 
failed to take cognizance of the many 
advertising signs that bcrder these bet- 
ter roads. In fact, the “billboard,” as 
it has come to be universally called, 
whether the sign be painted on a build- 
ing, or raised above it, or elsewhere 
displayed in the public view, is an al- 
most unfailing evidence that the high- 
way from which it is seen is a much 
traveled road. 

It is scarcely here in point to discuss 
the origin of the billbcard, beginning 
in legal announcements, familiarly 
known at first to the clder citizens of 
America through the circus poster. It 
is in point to mention ils tremendously 
rapid growth and to call attention to 
the significant fact that the billboard is 
the one method of advertising in the 
civilized world against which many 
legal enactments have been framed, 


upon which numerous court decisions 
have been made, and in relation to 
which large bodies of citizens have at- 
tempted and are continuing vigorous 
adverse action. The billboard alone 
seems to require regulation, repression 
and possibly even abolition—at least in 
some locations—according to the 
thought of judges, editors, highway 
authorities and civic organizations, 


Aproit PLEAS AND ARGUMENTS OF 
PROMOTERS 


That the billboard “industry,” as it 
has come to be called, is extensive, has 
been made apparent recently in pleas 
for its continuance made by some of its 
promoters, who justify its existence 
seemingly more by the employment it 
gives and by the items of commerce it 
uses, than by any value it is presumed 
to render to those who pay for it. 

For example, a well-meaning woman 
who has been shrewdly won to its de- 


A 
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fense by its astute promoters, has just 
written me of the pathetic situation 
she believes might confront a hundred 
young women who are clerically em- 
ployed in the office of one large concern 
in New York, should the growth of the 
industry be interfered with. The con- 
trolling authority of another New York 
and national billboard-erecting com- 
pany boasted to me not long ago that 
his organization “purchased more 
paint and more electric light bulbs than 
any other concern in America,” letting 
slip at the same time the information 
that one electric sign on Madison 
Square brought to his company a 
revenue of $5,000 monthly, with a lim- 
itation of not more than one year of 
occupancy to any single advertiser. 
He raised the same plea that the 
woman in question extended to me, in 
saying that he employed seven thou- 
sand men, and that some rolling-mills 
producing sheet steel would undoubt- 
edly be idle if his business was not ex- 
tended, while many printing presses 
might cease to run under the same 
condition. He claims to do a business 
in billboards of 827,000,000 annually. 


Way Tuis INTERFERENCE ? 


It may therefore properly be in- 
quired as to why there should be this 
interference with the billboard as a 
means of advertising im a nation in 
which advertising has confessedly been 
beneficial in building up business and 
improving living conditions. Very 
plaintively the big billboard men and 
their astute attorneys will ask the 
same question. Did they not con- 
tribute invaluably to the national de- 
fense when they provided space—at a 
price—for Liberty Loan announce- 
ments? Have they not recently ad- 
roitly entrapped a President into the 
issuance of a quasi-commendatory let- 
ter on the'occasion of a meeting of one 
of their national organizations? Was 


not their eruption of religious posters 
several years ago an evidence of their 
high virtue? Have they not banned— 
just about two jumps ahead of legal 
action—all questionably decent ad- 
vertising? 


WEY THE PUBLIC OBJECTS TO THE 
BILLBOARD 


The basic reason for public objection 
to the billboard has been aptly phrased 
by one critic, who says that “It sells 
the eyes of the public” without the 
consent of the public, differing in that 
respect completely from any other 
method of advertising. Only the blind 
man can avoid seeing the billboards 
along the highways, day or night, for 
the recent enterprise of illumination 
makes the billboard more glaringly 
obvious at night than under the light 
of the sun. 

This major reason for objection h 
many divisions. One of these is that it 
is the obvious purpose of the billboard- 
erecting concerns not only to force the 
user of the public highway to see the 
announcements displayed, but to use 
the vast public expenditure for better- 
ing these highways for private advan- 
tage without any or with but little 
compensation of any sort to the paying 
public. 

An example may be cited in a cer- 
tain twenty-mile stretch of new con- 
crete road in northern Pennsylvania, 
leading along a lovely stream up 
through wood-covered hills to a sum- 
mit of more than a thousand feet 
higher, and giving access to scenery of 
real magnificence. The million-dollar 
cost of this road has been taken ad- 
vantage of by a hundred great bill- 
boards, besetting it always at points of 
scenic attraction, as when the road 
turns, and in one particular case in- 
volving the erection of a tremendous 
red sign advocating the purchase of 
Hood tires, right where one must 
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seemingly run into it crossing a bridge 
over the beautiful watercourse which 
gives name to the valley. 

It is urged that these b_Ilboards are 
enforcing upon the highwey erected at 
the public expense what the lawyer 
calls a “servitude,” not contemplated 
at all in the relation of the highway to 
the abutting property, despite the fact 
that the billboard, at least m Penn- 
sylvania, must be—save for the tens of 
thousands of “sniping” signs illegally 
placed—always on privete property. 
If a property owner erects a building 
upon his land facing the public high- 
way, whether or not that building 
brings him direct revenus, the tax as- 
sessor at once takes cogn:zance of it as 
an “improvement,” anc. he pays in 
taxes on increased valuation. Not so 
for the billboard, whick, although it 
does bring revenue to all concerned ex- 
cept the “poor fish” whc pays the bills 
as an advertiser, almost wholly es- 
capes taxation. 

Another objection properly holding 
against the billboard along the high- 
way is its continual interference with 
the convenience and safety of the pass- 
ing motorists. Only when ferced off 
does the billboard abandon‘a location 
that may have obscured a turn or a 
railroad crossing, or flenked a school 
so as to keep out of sigat the children 
playing upon the hizhway. Con- 
stantly also the smaller signs coming 
within the “billboarc” designation 
confusingly obtrude thamselves to di- 
veril attention from tie needed and 
most desirable road sigas directing the 
passer-by on his way. Indeed, right 
here it does seem as if in the interest of 
our enormously increesing traffic all 
billboards visible from the public high- 
way, in their diversion of attention as 
well as in their actual interference with 
safety, might properly be declared to 
be dangerous nuisances. 

No stress need be leid on the inter- 


ference by the billboard with the 
beauty of the scenery in which it is 
placed, because that has been the main 
count in the indictment against it, and 
I have yet to meet a passing motorist 
who is other than aggravated at that 
interference. It is in point to recite 
the loss of dignity on the road and in 
communities which is in evidence 
when, as until recently was the case, 
great billboards hugged close to the 
National Capitol. The billboard men 
are ambitious, as was apparent when I 
read several years ago an announce- 
ment in the advertising part of a New 
York surface car that “The moon as a 
billboard would be at a discount com- 
pared with the service we offer.” 
When I saw the historic majesty of 
Lookout Mountain, near Chattanooga 
in Tennessee, punctured here and there 
with great signs advertising various 
patent medicines, I could not feel that 
those who erected these signs and those 
who paid for their erection were much 
less than traitors. 

In the development of the past few 
years it has been made apparent that 
the billboard as an advertising device is 
a parasite upon other forms of adver- 
tising, which neither take advantage 
without compensation of great public 
expenditures nor force unwilling atten- 
tion. The value of billboard advertis- 
ing can hardly be successfully traced, 
and it almost invariably depends on 
operating with other forms of adver- 
tising that may bring the profitable re- 
sults for which it claims credit. Being 
as it is the only form of advertising 
legally restrained and regulated and 
socially objurgated, as I have above 
noted, it seems now to be rapidly be- 
coming a method of showing the pass- 
ing motorist what not to buy, rather 
than otherwise. 

While its major victims are the pub- 
lic it offends, its cash-paying victims 
are the advertisers it deludes. None af 
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these would ever spend money to in- 
tentionally defeat sales of their par- 
ticular products, and yet the excesses 
of outdoor advertising committed by 
the billboard are rapidly tending to ac- 
complish just that result. For exam- 
ple, I know of one man in Florida, 
himself an active and vigorous adver- 
tising business man, who carries in his 
car a short crowbar, with which he 
regularly tears down signs erected dur- 
ing the day along the pleasant highway 
that takes him home in the evening. 
Further, he has equipped several of the 
trucks he uses with proper lengths of 
wire rope, and in some way these seem 
to get entangled with the larger signs so 
that they do not stay up! This man 
declares that he has a right to see the 
beauty of the landscape, and he pro- 
poses to maintain it by this sort of 
force, against which so far no billboard 
man has been willing to attempt legal 
action. -What folly it is for other 
business men to pay money for the 
erection of signs thus being destroyed 
to disadvantage to all except the 
exploiting company that does the 
erecting! 

I have been told of another proposi- 
tion, which is that the outraged users 
of the public highways, passing over 
the roads they are helping to pay for, 
be provided with a small spraying 
machine charged with a suitable liquid 
to be used to successfully deface the 
obtruding signs that interfere with the 
safety and the pleasantness of the high- 
ways. Of course this would be an ille- 
gal intrusion on private property, but I 
doubt whether any billboard-erecting 
concern would dare to prosecute those 
who might make this attempt to pro- 
tett themselves, for the reason that it 
would be necessary to show value in 
these advertising signs, and that value, 
I think, can be successfully shown to 
inure only to the exploiting erecting 
companies, and not to the deluded ad- 


vertiser whose money makes possible 
the continuance of the billboard. 
Letters I have recently read from the 
heads of the great tire-making con- 
cerns indicate that these gentlemen are 
quite dubious as to the value of their 
announcements enforced upon motor- 
ists who may use their tires, by their 
presence along the otherwise beautiful 
highways of America. I take it that 
many thousands of motorists may soon 
come to my own feeling, that I never 
need to buy anything whatever ad- 
vertised in this objectionable way. 


LEGAL OBJECTIONS 


This resistance to the billboard by 
extra-legal methods is particularly in 
evidence in the action of a national 
committee headed by a most energetic 
woman, Mrs. W. L. Lawton, of Glens 
Falls, New York, which committee is 
causing to be written thousands of let- 
ters to advertisers, courteously re- 
questing them to refrain from further 
billboard advertising, save in selected 
and segregated commercial locations, 
so that there may be a little left of the 
beauty of the land we love. 

It is important to note that these 
efforts are met at once by information 
as to the existence of long-time con- 
tracts obtained by the astute sign- 
erecting concerns, by which, despite 
any public objection, they can not only 
enforce the continuance of their bill- 
boards to their own benefit, but can 
hold up the deluded advertiser to the 
time limit. It is proper to make warn- 
ing that, wherever a new concrete road 
or other improved highway is com- 
pleted, the representatives of the bill- 
board-erecting concerns are at work 
obtaining——usually at very trifling com- 
pensation—from the abutting prop- 
erty owners the advertising rights 
which are later to be exploited to the 
disadvantage of everyone save these 
companies themselves. In one case 
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within my knowledge a mcvement is on 
foot to protect a lovely Pennsylvania 
valley by contracting in advance for a 
term of years for all the advertising 
rights along the new high-vay, in order 
to keep out the advertiser. 

I have above alluded t> legal objec- 
tions to the billboard. Fcr many years 
enactments have been ettempted to 
restrain, tax, and even to abolish, bill- 
boards. Invariably these are ably and 
vigorously combatted by the attorneys 
of the billboard-erecting concerns, 
who, with national organizations amply 
supplied with funds, are ready to pro- 
vide the best lawyers to go anywhere, 
should the spread of their business be 
interfered with by an atcempt at legal 
control. Yet despite this expensively 
maintained defense, the Dublic-spirited 
citizens who have fought in various 
parts of the country have managed to 
get into the law of the land end into 
court decisions some real advances 
toward restraining the excesses of the 
billboard. 


Restrictive LEGISLATION 


For example, dealing wholly with the 
billboard as interfering with the public 
safety, the United S-ates Supreme 
Court has sustained the decision of the 
Illinois Supreme Court in the case of 
Cusack versus Chicago, 242 U. S. 526, 
1917, which makes it possible in that 
state, without constitutional changes, 
to prevent entirely the erection of bill- 
boards in residential neighborhoods. 
It is believed that similar authority ex- 
ists in most of the states. 

Massachusetts has led in authorizing 
the regulation of the billboard under 
the police power, Just as the saloon was 
regulated, in a constifutionel amend- 
ment adopted in 1918, which recites 
that “Advertising on public ways, in 
public places, and on privats property 
within public view, may be regulated by 
law.” 


It took St. Louis many years to suc- 
cessfully sustain its own effort to very 
slightly restrain billboard excesses by 
exercising control under the police 
power, but the principle was estab- 
lished again in the United States Su- 
preme Court, and also not for esthetic 
reasons. 

Although courts have shown a disin- 
clination to accomplish physical re- 
straint for reasons of beauty, and this 
attitude has been taken advantage of 
by the billboard concerns to ‘‘uglify” 
the countryside, as Dr. Charles W. 
Eliot puts it, nevertheless the approach 
to regulation in the interest of retaining 
beauty is proceeding. For example, a 
decision was handed down by the Su- 
preme Court of Minnesota, in which 
the learned judge said, “Tt is time that 
courts recognized the zsthetic as a 
factor in life.” Other courts, particu- 
larly in California, have definitely 
spoken in the same direction, and it is 
believed that if the issue was joined and 
the case intelligently fought, many de- 
cisions would come to recognize the 
right of the eye to protection at least to 
the same extent as protection is now 
given to the ear and to the nose. 

But at present legal restraint of the 
billboard can, it is believed, be ac- 
complished without reference at all to 
the offense to the eye which it usually 
constitutes. ‘There is no question as to 
the control of billboards by the police 
power. The power to tax is also estab- 
lished, and there are good lawyers who 
insist that this power may be exercised 
to the point of abolition, though there 
also are avaiable court decisions to 
show that any tax other than that 
relating to inspection is held to be 
“unreasonable.” 

It is a mournful fact that existing 
laws are not availed of. In Pennsy]- 
vania, for example, as well as in the 
great state of New York, no sign can 
legally be maintained on public prop- 
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erty, whether it be in the possession of 
the state or any community within the 
state. Nor can any sign be erected on 
private property in Pennsylvania— 
aside from required legal notices—save 
by previously obtained written consent 
of‘the owner or tenant. The penalty 
for violation of this act—a fine of not 
less than five dollars nor more than 
twenty dollars—would, if enforced in 
Pennsylvania alone on any one day, 
mulct obvious offenders in all the cities 
and on most of the highways by not 
less than five millions of dollars. Fur- 
ther, any sign so maintained is de- 
clared in Pennsylvania to be a nuisance, 
and as such may be abated (by re- 
moval) by any citizen. 

In view, however, of the increasing 
intrusions of the billboard along the 
main-traveled highways of which we in 
America are beginning to be proud, it is 
in point to suggest inquiry into the pos- 
- sibility of further restrictive legislation. 
It has been proposed in one case, for 
example, to consider that any sign 
which may be visible from any highway 
maintained in whole or in part by the 
state, should be under state control for 
safety purposes, and that a permit be 
required from a centralized state au- 
thority for the erection of such sign, 
with various restrictions as to size, 
location, and particularly as to desig- 
nation of the person responsible for it. 
There is no doubt that such an enact- 
ment could carry a liberal fee for in- 
spection and licensing. There is doubt 
in the minds of some who dislike bill- 
board intrusions as to the propriety of 
recognizing the billboard by licensing 
it at all, but it would seem as if this 
point of view was rather academic than 
practical, for no legislature or Congress 
could or would as yet pass, and no 
court could or would as yet construe as 
‘constitutional, an enactment abso- 
lutely wiping out billboards in whole or 
in part. 
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Another approach is considered feasi- 
ble by good lawyers. It is through an 
instruction to the taxing authorities of 
every civil district to consider a bill- 
board of any sort as an “improvement”’ 
in the eye of the law, to be assessed for 
taxation as other improvements are 
assessed, this tax relating to the prop- 
erty as a whole, and not to the bill- 
board as such, and being not less per 
acre than a minimum sum stated in 
the act. Such an enactment would 
make the farmer who knew about it 
think twice before he endangered the 
assessment on his property by yielding 
to the blandishments of the billboard 
promoter. 

Many direct taxes on billboards have 
been attempted, and some are con- 
stantly imposed. If they can be called 
“reasonable” in the eye of the average 
judge, they will hold, but if, as occurs 
when someone endeavors to attach a 
tax of five dollars per square foot, they 
can be termed “‘confiscatory,” they do 
not hold against the acute and able de- 
fense immediately occurring through 
the national billboard organizations. 
The right to regulate established by the 
Massachusetts constitutional amend- 
ment is believed to inherently reside in 
most state constitutions, and thus un- 
der the state police power and for the 
public safety would, it is believed, war- 
rant restriction as to height and extent, 
as to location, and as well a definite tax 
per square foot per year or portion 
thereof, to be made evident by a well- 
displayed tag or other announcement 
of minimum size visible to the passing 
motorist. 

Billboards are now required in many 
instances to be of noninflammable 
material and to be strongly erected 
sufficiently above the ground to pre- 
vent the commission of nuisance or the 
hiding of ertminals in connection with 
them. Most of the billboard promot- 
ers have abandoned the silly plea that 
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the billboard hides something dirty or 
ugly, for it is obvious in increasingly 
sanitary America that we do not want 
to hide anything unsanitary or danger- 
ous, but to bring it to light and remove 
it. 

One proposition has been that 
coupled with the state regulation of 
billboards visible from any highway be 
a proviso that if the billtoard is faced 
away from the highway, n> tax or regu- 
lation is necessary. This somewhat 
humorous suggestion wouid at once put 
upon the billboard men, if it could be 
enacted, the onus of proving that the 
value of the bilboard was in its view 
from the public highway. to the build- 
ing and maintenance of which it had 
not contributec at all. 


“Up to THE PEOPLE” 


After all, James Bryce was com- 
pletely right when he irsisted that in 
the United States public opinion is the 
supreme power. Publie opinion can 
restrict, and even abolish, billboards, 
through influence upon those whose 
money has kept them ir existence and 
upon those who make lews to restrain 
them. The important thing, therefore, 
is for anyone who reacs these words 
and is interested in interfering with the 
scenic and social fallacy of the bill- 
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board, to himself act in ways that will 
be apparent. The advertiser will get 
off the billboard when he is convinced 
that it does not pay, and the law-maker 
will be prompt to tax and restrain when 
his public demands that action. 

It is, as is everything in America, 
“up to the people.” H we do not want 
billboards we do not need to have bill- 
boards. If we are willing that they 
shall exist in restricted and condensed 
form in segregated commercial loca- 
tions, as in my opinion they might, 
then in such publicly determined loca- 
tions they can take the position they 
have in some parts of Europe, and do 
just as well or better for the advertisers 
who pay. It is one of the ironies of 
billboard locations that they are never 
permitted to exist near the usually 
palatial homes of the men who have 
grown wealthy through exploiting 
them. The “Coca Cola” man has 
kept them entirely away from a great - 
residential section he has promoted 
near Atlanta! It is the defenseless 
poorer citizen who must endure them. 
In many cities the smaller signs are a 
clear evidence of civic decay, as the 
multifarious signs usually found on 
stables, outhouses and decrepit build- 
ings make plain. 

We can reduce the billboard nuisance 
if we want to. Do we want to? 


The Taxicab—Its Service and Regulation 


By Witiiam A. SCHNADER 
Special Depucy Attorney General, Commorwealth of Pennsylvania 


N many respects taxicab service is 

distinctly different from that fur- 

nished by any other cass of common 
carrier. 

The most importart difference is 
that taxicabs do not travel over fixed 
routes or between defin.te points. For 
the time being, the person hiring a taxi- 


cab dictates where it shall go, and if he 
desires, by what route. This is a priv- 
ilege which is not enjoyed by the patron 
of thesteam railway, the electricrailway 
or the bus line. All that the patron 
of these classes of utility can dictate is 
where he—the patron-——will go. 

The taxicab patron can hail a cab on 
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the street and be driven to the door of 
his home, his place of business, the 
theatre or to any other point to which 
he may desire to go. Indeed, in Amer- 
ica, he may telephone for a cab and 
have it call for him wherever he is, and 
take him to his exact point of destina- 
tion. ‘This latter service is a luxury 
which is not afforded to taxicab users in 
Europe except in rare instances. 
Another distinctive difference be- 
tween the taxicab and other classes of 
common carrier is that, generally speak- 
ing, the taxicab fare is based upon the 
tnileage traveled by the vehicle regard- 
less of the number of passengers car- 
ried. It is true that some taxicab com- 
panies charge a basic mileage rate for 
one passenger and add a nominal 
charge per capita for additional pas- 
sengers. This practice has, however, 
been recently abandoned by the largest 
companies in Chicago and Philadel- 
phia. It never prevailed in New York. 
The payment of “extras” is not popu- 
lar with the public, and the flat mileage 
rate regardless of the number of pas- 
sengers will very soon be practically 


universal. Of course companies im- 


posing an extra charge for additional 
passengers can afiord to charge a lower 
rate of fare per mile; but the public 
seem to prefer the higher rate per mile 
without “extras,” rather than the lower 
rate per mile with “extras.” 

Another difference between the taxi- 
cab and other forms of public convey- 
ance is that in every case the entire cab 
is hired for the trip, whether the person 
hiring it be alone or accompanied by 
one or more persons. Even though 
the capacity of the cab be five persons, 
one person may lawfully be its exclu- 
sive occupant regardless of the fact that 
there may be scores of persons waiting 
for service at the same point at which 
the one person entered it. Except for 
traffic delays, the taxicab normally 
makes “non-stop” trips from the 
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point of origin to the point of destina- 
tion. 

The differences between the taxicab 
and other classes of common carrier 
make it clear that the taxicab is not a 
competitor of any of them except to a 
very casual degree. As a matter of 
fact, instead of competing with the 
steam railway and the interurban elec- 
tric or bus line, the taxicab supplements 
these services. It carries the passenger 
with his baggage from the railway or 
interurban station to his home or hotel, 
and vice versa. And the disparity 
between the taxicab fare and the street 
railway or city bus fare is so great as 
to preclude any thought of serious 
competition between them. 

We have already mentioned the fact 
that in America the taxicab patron may 
call for a taxicab by telephone and have 
it come to his door for him—a service 
which has not hitherto been afforded to 
taxicab users in Europe. This im- 
portant development of the American 
taxicab service accounts m part at 
least for the higher cost of taxicab serv- 
ice in America. 

Few of the patrons of an American 
taxicab company realize what it means 
to the taxicab operator to afford a serv- 
ice subject to telephone call, particu- 
larly in the larger cities. 

To receive telephone orders in a 
large city, the taxicab company is 
obliged to have from twenty to fifty 
telephone trunks running to its private 
exchange; and to record the orders a 
correspondingly large number of re- 
ceiving operators must be on duty day 
and night. These operators record the 
name of the patron, the address to which 
the cab is to be sent, the hour of the 
order, and, so that the company may 
call back if a cab is not promptly avail- 
able, the telephone number of the pa- 
tron. This record is made on a card 
which the operator—if the equipment 
be modern—drops on a moving con- 
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veyor to be carried to a chief dispatch- 
ing operator. 

To enable telephone crders to be 
filled promptly, the taxicab company is 
obliged to maintain, in a aty like Phil- 
adelphia for example, from seventy-five 
to one hundred dispatching stands at 
which its drivers are instr.icted to stop 
if disengaged. From th2 main tele- 
phone exchange to each of these stands 
the company has a private leased tele- 
phone wire—the total leased mileage 
running into very substantial figures. 

To transmit to the various dispatch- 
ing stands orders which can be con- 
veniently filled from them, a series of 
dispatching operators must be kept on 
duty continuously at the main tele- 
phone exchange. The switchboards at 
which these operators work are so ar- 
ranged as to give to eack'operator the 
responsibility for dispatching cabs in a 
distinct part of the city. 

Accordingly when th2 order cards 
are conveyed from the receiving opera- 
tor to the chief dispatching operator 
the latter must assort them, so as to 
give each order to the operator in whose 
territory the cab is wanted. This 
operator then calls the appropriate 
dispatching stand and transmits the 
order to the driver who is “first out” at 
that stand. 

To have a cab at the patron’s door 
only a few minutes afier the patron 
gives his order by telephone, requires 
efficient and attentive 3ervice succes- 
sively by the receiving operator, the 
chief dispatching operator, the dis- 
patching operator ani the driver. 
During the “peak” hours and on rainy 
days receiving operators frequently re- 
cord as many as one aAundred orders 
per hour per operator. To fill these 
orders with a minimum of error re- 
quires management of £ type far higher 
than the uninitiated would imagine. 

Telephoned orders, however, con- 
stitute only a fraction. of the taxicab 
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company’s business, and only a small 
part of the taxicab operator’s problems. 
A large part of every taxicab operator’s 
business originates at railway stations, 
hotels, steamship landings, theatres 
and other points at which large num- 
bers of people congregate. To have 
sufficient cabs at these various points 
and at the same time be able to keep 
the city “covered” so that telephone 
orders may be filled requires a trained 
organization which must be on the alert 
every minute of the day. 

As taxicab charges exceed the street 
railway and bus rates, the public prop- 
erly expect a higher degree of attention 
from taxicab drivers than from street 
railway or bus conductors. To train 
men not only to be safe drivers but also 
courteous drivers is another problem 
which the modern cab company must 
solve. Indeed the cab company which 
does not put courteous treatment of 
patrons on a parity with safe driving is 
a relic of by-gone days. 

This problem the modern company 
solves by a combination of methods. 
In the first place, every man must be 
carefully investigated before he is em- 
ployed. If his history is satisfactory, 
he must be schooled both in good driv- 
ing and in good manners. For this 
purpose the up-to-date company con- 
ducts a regular “school” which every 
new employe must attend before he can 
be entrusted with the company’s pa- 
trons. The course in this school re- 
quires attendance for a minimum cf 
from seven to ten days. But not only 
must a driver be properly schooled— 
he must have an incentive to practice 
daily the lessons he has learned. This 
incentive the leading companies fur- 
nish by paying their drivers exclusively 
on a commission basis, so that self- 
interest dictates the giving of satis- 
factory service. Many companies also 
share their profits each month with 
their drivers on a definite basis. This 
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basis takes into account each driver’s 
record for punctuality, ‘continuous 
service, safe driving and courtesy to 
patrons. A merit system enables this 
to be done. The driver who is com- 
mended by a patron for unusual cour- 
tesy receives a definite number of 
merits. If he js guilty of a discourtesy, 
he loses a corresponding number of 
merits. If he distinguishes himself 
neither by exceptional courtesy nor by 
discourtesy his record stands at par 
unless he has gained or lost merits for 
other reasons. 

Accident prevention is another seri- 
ous problem of the large city taxicab 
operator. Due to increased traffic 
congestion this problem annually re- 
quires greater attention. A large taxi- 
cab concern must, of course, avail itself 
of the methods which have been worked 
out by the various safety organizations 
which make accident prevention a 
specialty; but these methods have been 
found to be entirely inadequate. In- 
deed taxicab operators have found it 
necessary to establish their own system 
of traffic policing. Every large com- 

‘pany has a certain number of “street 
inspectors”? who constantly ride the 
streets in motor cars for the purpose 
primarily of detecting drivers who ex- 
ceed the company’s speed limit—which 
is usually lower than the speed limit 
fixed by, Jaw—and other infractions of 
the company’s driving rules. Some 
companies divide their cities into zones, 
assigning to each zone one or more in- 
spectors. These inspectors, of course, 
assist in keeping the company’s various 
stands supplied with cabs and in other- 
wise regulating the service; but their 
main duty is to see that the driving is 
kept safe toa maximum degree. Rigid 
discipline for the offender against the 
laws of safety is absolutely essential to 
support the work of these inspectors. 

So far as regulation of taxicab service 
is concerned, the problem is more com- 
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plicated than is the regulation of most 
forms of public utility. Rates, finan- 
cial ability to compensate for damage 
to persons or property, stands, the num- 
ber of taxicabs to be permitted in any 
city, unfair competitive practices, and 
the manner of determining the fare are 
all proper subjects of regulation. Gen- 
erally speaking, most of these matters 
have been left to the local authorities to 
regulate, although in a few states they 
come within the jurisdiction of the 
State Public Service Commissions. 

So far as we have been able to learn 
rates have nowhere been actively regu- 
lated by a state commission. Practi- 
cally every city has an ordinance fixing 
the maximum rates which may be 
charged for taxicab service; but almost 
universally the present-day rates are 
far lower than the maximum estab- 
lished by ordinance. This is due to the 
fact that nowhere does a taxicab com- 
pany have a monopoly as is the case 
with many other forms of public utility. 
There is, therefore, active competition 
as to rates with a corresponding tend- 
ency to keep the rates down to the 
minimum at which business can be 
carried on profitably. In addition, the 
manufacturers of taxicabs have made 
remarkable strides forward since most 
city rate ordinances were passed; and 
one of the first essentials in the manu- 
facture of a taxicab is the production of 
a car which can be operated at a mini- 
mum cost per mile. 

The matter of financial responsibility 
of taxicab operators is a difficult one to 
regulate fairly and equitably. This 
for the reason that in every city there 
are many individual operators of taxi- 
cabs who own their own cabs and little 
else. Many of these men formerly 
drove horse-drawn cabs, and naturally 
drifted into the taxicab business with 
the passing of the horse cab. To adopt 
a scheme of regulation which will prop- 
erly protect the public in case of dam- 
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age to person or propezty by these 
small operators, and at tie same time 
work out fairly in the case of the large 
company is extremely difficult. In 
New York, for example, a state statute 
requires every taxicab operator to file a 
bond in the amount of two thousand 
five hundred dollars per cab to insure 
the payment of damages due to negli- 
gent operation. Obviously a two thou- 
sand five hundred dollaz bond in the 
case of the owner of one cab gives the 
public inadequate protection, while to 
require a company operating one thou- 
sand cabs to furnish a bond in the 
amount of two and a half millions of 
dollars is unneccessarilr burdensome. 

In Pennsylvania, on tre other hand, 
the Public Service Commission exer- 
cises jurisdiction to inquire into the 
financial responsibility o? each operator 
before giving him a Certificate of Public 
Convenience authorizing him to oper- 
ate. If the prospective operator is 
responsible, a bond is unnecessary. If 
not, insurance or a bond in an amount 
affording reasonable protection to the 
public may be required. The Penn- 
sylvania method of regulating this mat- 
ter is undoubtedly the more desirable 
from every standpoint. 

Stands have almost rniversally been 
the subject of local regulation. In 
some cities ordinances definitely estab- 
lish taxicab stands at c2rtain places on 
the public streets, provide how many 
taxicabs may occupy each stand, and 
forbid taxicabs while ~acant to stand 
elsewhere. Literal enforcement of 
these ordinances would render very 
difficult the filling of telephone orders, 
as the large company’s cabs must nec- 
essarily stand on the street in prox- 
imity to the compary’s dispatching 
stands at which it has telephone con- 
nections with the pzivate exchange 
where orders are received. The result 
is that these ordinances are always en- 
forced with a certain degree of flexi- 
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bility. In other cities, the establish- 
ment of taxicab stands is left very 
largely to the police. This method 
offers less complications to the police in 
their difficult problem of traffic regula- 
tion, as they can move taxicab stands 
from place to place in harmony with 
changing plans for avoiding congestion. 
. The number of taxicabs which may 
operate in any city is generally un- 
limited, although some of the larger 
cities, notably New York, have been 
obliged to consider municipal legisla- 
tion fixing a maximum number. In 
Pennsylvania this subject comes within 
the jurisdiction of the Public Service 
Commission. Every prospective taxi- 
cab operator, must apply for and re- 
ceive a Certificate of Public Conven- 
ience before he can lawfully begin to 
operate. If there is no public necessity 
for additional service, the certificate is 
refused. This, it would seem, is the 
more intelligent method of regulation. 

Unfair trade practices in the taxicab 
business form an important subject of 
regulation. Following the example cf 
the largest taxicab company in America 
—the Yellow Cab Company of Chicago 
——many companies throughout the 
country have adopted a distmctive 
color scheme for their cabs. By con- 
sistent advertising they have devel- 
oped a valuable good will in connection 
with their respective color schemes. 
Many unscrupulous individual opera- 
tors have copied these color’ schemes 
thus endeavoring to deceive the public 
and trade upon their competitors’ good 
will. The courts have in most states 
protected the public against this form 
of competition by granting injunctions 
restraining unfair imitation of this 
character. This method is, however, 
unnecessarily cumbersome and ex- 
pensive. In Pennsylvania the Public 
Service Commission has taken the 
position that it will not tolerate prac- 
tices of this nature, and in a number of 
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cases has revoked the Certificates of 
Public Convenience held by offending 
“imitators.” Unfortunately in New 
York City where this evil is at its worst, 
there is no jurisdiction short of the 
courts to protect the public; and the 
number of simulations is so great that 
the cost of court action to eliminate the 
practice is absolutely prohibitive. 

The accurate determination of the 
amount of the fare due at the end of 
each trip is a matter upon which regu- 
lation has been consistently uniform. 
Whether this matter is regulated by 
municipal ordinance or by a State Pub- 
lic Service Commission the requirement 
universally is that taximeters be em- 
ployed and that they be kept as nearly 
accurate as possible. The most mod- 
ern form of taximeter is an instrument 
constructed very much along the lines 
of a cash register. It records the mile- 
age traveled by the cab, distinguishing 
between “pay miles” and “dead miles” 
and automatically computes the fare 
due for each trip. At the end of the 
trip the driver by turning a crank 
causes the machine to issue a printed 
fare receipt which he is required to give 
the passenger. This receipt not only 
indicates how much the passenger 
should pay, but enables the company, 
in the event that the passenger has any 
complaint or leaves any property in the 
cab, to identify the driver and the cab. 

In addition to the matters which 
have been mentioned, municipal ordi- 
nances frequently require a municipal 
license for every cab in addition to the 
state automobile license, and require 
every driver of a cab to procure amunic- 
ipal license in addition to the driver’s 
license issued by the state. In the ad- 
ministration of this latter feature a 
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driver’s history is investigated by the 
municipal authorities before he is li- 
censed end in the event that he is guilty 
of dishcnesty, reckless driving or any 
other serious offense, the revocation of 
his licerse by the city means that he 
cannot cbtain employment as a taxicab 
driver anywhere in the city. This 
greatly assists the taxicab operator in 
maintaining proper discipline so far as 
safe driving is concerned. 

We heve frequently referred to cer- 
tain features of taxicab regulation by 
the Public Service Commission of Penn- 
sylvania. We have mentioned this 
Commission particularly because it has 
gone further in the regulation of the 
taxicab business than the commission 
of any ozher state. The first Public 
Service Commission to obtain any ju- 
risdiction over the taxicab business was 
that of the District of Columbia; but a 
decision of the Supreme Court of the 
United States construed the Act con- 
ferring jurisdiction in such a way as 
virtually to nullify the ability of the 
Commission to regulate the industry. 
In a numter of states other than Penn- 
sylvania 2ublic Service Commissions 
have jurisdiction over taxicab opera- 
tions, but for one reason or another 
jurisdiction has not been actively exer- 
cised except in Pennsylvania. 

It is estimated that taxicabs in the 
United States carry approximately 
three and one-half million people per 
day,—virtually three percent of the 
population The taxicab industry has 
taken its place as an essential factor in 
the transportation field. As such its 
proper regulation is entitled to the 
same careful attention which the regu- 
lation of other important public utili- 
ties is constantly receiving. 


Public Regulation of Motor Bus Service 


By Detos E. Wucox 
Public Utilities Expert, Grand Rapids, Michigan 


US transportation is intimately 
related to the street railway 
problem. Since prices went up as an 
outgrowth of the war, the street rail- 
ways of the country have been, broadly 
speaking, in a parlous state. Having 
been financed for the most part on the 
basis of monopoly and pu Dlic necessity, 
they were in a very poor condition to 
meet the economic changzs effected by 
the war. Operating costs multiplied, 
and at the same time the owners were 
egged on by the example of men in 
private business and enccuraged by the 
chaotic state of valuation law as 
developed by the courts, to claim 
enormous appreciation in the value of 
their investments, when in fact they 
were having a very hard time to earn a 
return, even on the most conservative 
estimate of original cost. 

Street railway material costs have 
receded considerably from the peak 
reached during and after the war, but 
skilled labor still remains at a very high 
level as compared with pre-war times. 
Moreover, the cost of construction and 
reconstruction of streez car tracks, as 
well as the cost of maintenance, is 
increased by congestior of traffic as the 
cities grow and motor vehicles multiply. 

In the field of operation, power costs 
are high on account of che high price of 
coal, of which high fre:ght rates are an 
important factor, and conducting 
transportation is expemsive on account 
of the high level of trainmen’s wages 
maintained in recent y2ars. Then, too, 
regardless of the effects of war, the 
electric railways have been coming 
into the period of necessary recon- 
struction and replacement on a large 
scale, without having made adequate 
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provision for depreciation and renewal 
reserves in the past. 


STREET Cars vs. AUTOMOBILE 


At the same time, the rapid develop- 
ment of the private automobile as a 
vehicle for business and pleasure has 
radically changed street railway traffic 
and operating conditions. Fifteen 
years ago July and August were peak 
months for the street cars and summer 
Sundays and holidays were big days. 
Now in summer the traffic is far lower 
than in winter, and every Sunday and 
every holiday is an off day for street 
car traffic. For example, the daily 
average number of revenue passengers 
carried by the Minneapolis Street 
Railway in July and August, 1924, was 
24.8 per cent below the number carried 
in the preceding January and February. 
A study of the monthly load curves on 
the Twin City Rapid Transit system 
shows that in 1918 July and August 
traffic was 4.9 per cent heavier than 
January and February traffic, but since 
then there has been a progressive and 
increasingly disastrous dip in the sum- 
mer months. In 1923 the Sunday 
average in Minneapolis was only 
260,468 passengers, as compared with 
$70,989 for Mondays and 425,840 for 
Saturdays. 

Car and passenger counts in Minne- 
apolis taken in July and August, 1924, 
at seven different points of heavy 
traffic for both street cars and auto- 
mobiles, revealed in the aggregate 
1,205 street cars and 24,206 passenger 
automobiles going by. The street cars 
carried 52,825 people and the auto- 
mobiles 48,978. It was apparent thai 
the automobiles had seating capacity 
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sufficient to accommodate all of the 
traffic carried by both types of vehicles, 
if the seats could be fully utilized. Of 
course, the utilization of automobile 
seats up to 100 per cent is no more 
feasible than it is to keep the street 
cars full all of the time. Nevertheless, 
the figures are significant as an indica- 
tion of the flexible conditions of urban 
transportation at the present time. 
In case of a street car strike, even in a 
large city, the motor vehicles are 
already present to enable the mass of 
the traveling public to make some sort 
of a shift to get to work and back home 
again. Great inconvenience still re- 
sults from the cessation of street car 
operation, and the public insists on 
getting the street cars back again, as 
witness the experiences of Toledo, Des 
Moines, Bridgeport, Akron and the 
cities of New Jersey; but riots, blood- 
shed and business paralysis are no 
longer inevitable. 

The aggregate amount of passenger 
service rendered by the electric railways 
of the country remains substantially 
undiminished; the total street railway 
traffic represents ten or twelve times 
as many revenue rides as the passenger 
trafic on all the steam roads of the 
country; and the passenger revenues 
collected by the street and interurban 
railways come close to a billion dollars 
a year. Even on Manhattan Island, 
notwithstanding the congestion of ve- 
hicular and pedestrian traffic, and not- 
withstanding the multiplication of 
underground and overhead rapid tran- 
sit facilities in Greater New York, the 
surface street car lines, long regarded 
as decadent, still carried 376,595,381 
fare passengers in 1928, which is only 
slightly less than the maximum they 
aver carried in a single year. 

Experience everywhere in the United 
States up to the present time indicates 
that private automobiles and competi- 
live jitney and motor bus transporta- 
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tion can do the street railways an 
immense amount of harm, but that in 
the larger cities at any rate they cannot 
now supplant electric railway service 
as a convenient and necessary public 
utility. Thus we have a condition 
arisen which calls for a radical read- 
justment or expansion of public regu- 
lation in the field of urban and inter- 
urban passenger transportation. If 
street railway rates are to be regulated 
by public authority, if the standards of 
street car service are to be maintained, 
if extensions of service are to be re- 
quired, if rehabilitation of worn out 
car lines is to be insisted on, if special 
taxes, and public obligations, calling 
for the expenditure of large sums of 
money, sre still to be imposed on the 
street railways, the public necessarily 
must undertake to regulate and limit 
the direct competition to which the 
street railways are subjected by other 
instrumentalities of mass transporta- 
tion. 


How Far Can PUBLIC [INTEREST IN 
STREET Raitways Go? 


Monopoly is a matter of degree. It 
would be hard to find a complete 
monopoly in service or commodities 
that are absolutely essential to human 
life. In almost every case, some other 
commodity or service can be substi- 
tuted at greater or less inconvenience - 
and with greater or less actual loss. 
But in the field of urban transporta- 
tion, motor bus service is so eligible an 
alternative to street car service for such 
a vast multitude of individual riders, 
that the elements of monopoly, usually 
conceived as offering the basis for 
public regulation of rates and service, 
are well-nigh destroyed, so far'as the 
street railway is concerned. 

What isto be done? Shall the public 
withdraw from the street railways the 
heavy hand of regulation, and release 
them from their responsibilities as a 
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Pursue RecuLation or Moror Bus SERVICE 


public utility, leaving them free to 
render service where it îs profitable 
and to compete on their own terms 
with other means of traasportation? 
Is it conceivable that these mstru- 
mentalities of public servise, operating 
under public franchises and using the 
public streets as rights of way for fixed 
and permanent tracks and overhead 
construction, should now be relegated 
to the status of a private business and 
be let to go their own swe2t way? The 
answer to this question depends upon 
what we conceive to be zhe nature of 
the street. railway in relation to com- 
munity needs. If we regard it as an 
essential instrumentality of public 
service, it must be protected as well as 
controlled. On the othe? hand, if it is 
a mere obsolescent private enterprise, 
in whose stability and continued ex- 
pansion the public has no vital in- 
terest, then gradually its privileges 
may be withdrawn, ics obligations 
lightened, and its ultimate fate be 
left to the verdict of time and the 
arts. 

The public is not interested in the 
protection of the street railway merely 
as a private financial enterprise. Its 
interest, if it has an interest, is in the 
protection of the street railway as a 
tool or instrumentality of public serv- 
ice, something which belongs to the 
public and cannot be taken away or 
injured without injury to the public. 
Obviously, the public under our form 
of government cannot well undertake 
to prohibit the use of private vehicles 
or to arrest people for walking and 
bundle them into the szreet cars to pay 
fares for the suppor: of the street 
railway as a private business. 

But if the continuance of the street 
railway is a public necessity, the public 
can levy taxes to support it and can 
limit or prohibit the d-rect competition 
of other public vehicles. Even if the 
public asserts its interest in the main- 
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tenance of street railway service to the 
extent of public ownership and opera- 
tion, as it has already done in a number 
of American cities, still, practical con- 
siderations make it necessary that the 
street railway service rendered under 
public auspices shall be self-sustaining 
or as nearly so as possible under the 
circumstances in each particular case, 
Special burdens may be withdrawn, 
service may be reduced in certain 
instances, fares may be increased 
within certain limits, operating econo- 
mies may be effected, even special 
taxes may be levied to cover the cost 
of stand-by service which benefits the 
community as a whole, but in the main 
the public is not interested in empty 
cars but in full ones; it must figure on 
keeping the street railway in condition 
to render a maximum amount of public 
service and to offer this service under 
conditions that will attract those who 
can make use of it. 

Without doubt, the movement to- 
ward public ownership, from the point 
of view of public policy, is being 
stowed down by the doubt in the public 
mind as to the future of the street 
railway, and even by the conviction on 
the part of many people that the street 
railway is obsolete or obsolescent and 
has no future, unless it be as a business 
artificially bolstered up and kept going 
beyond its time. Notwithstanding the 
superficially confused outlook, the 
evidence is overwhelming that the 
street railway as a public utility is 
neither dead nor moribund, but thal 
its financial difficulties are such as tc 
make public co-operation and suppor! 
necessary. ‘This naturally points to 
ward public ownership and operation 
but in any event complete municipali. 
zation will take a long time, and eithe1 
under public ownership or unde 
continued private ownership, the 
problem of the control of competitior 
remains. 
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Reauiatina Moror Bus 
TRANSPORTATION 


The motor bus as a public carrier, 
whether operated singly or as part of 
an organized system of transportation, 
naturally falls within that class of 


enterprises in which the public has a- 


special interest and over which it is 
bound to exercise special control. In 
other words, the motor bus is a public 
utility, and is due in its own right for 
regulation, ‘The status of the street 
railway in relation to actual or poten- 
tial motor bus competition merely 
complicates the problem; so that we 
have two questions to answer instead 
of one: 

First, what regulations should be 
imposed on motor bus transportation 
for the protection of those who ride in 
the buses or who meet them on the 
road, and for the protection of the tax- 
payers who furnish the road? 

Second, what further or different 
regulations should be imposed on the 
motor buses for the protection of those 
who use the street cars and for the 
protection of the public’s interest in 
the street car as an essential utility? 

The regulation that motor bus trans- 
portation, in and of itself, requires at 
the present time is comparatively 
simple. The motor bus does not fasten 
itself to public property and claim to 
use public streets as a private right of 
way. It can move from one route to 
another or even transfer its operations 
to another town, or cease operation 
altogether, without the destruction of 
a vast amount of fixed property de- 
voted to public use but vested in 
private ownership. Public regulation 
is comparatively unimportant so far 
as the protection of the investment is 
concerned, and not yet of very vital 
importance as a curb on privileged 
monopoly. In those localities where 
the motor bus does enjoy a monopoly 
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of public transportation, it should as a 
matter of course be required to render 
adequate service and to charge only 
reasonable rates, but in most cases both 
these objects are still regulated by - 
direct or indirect, potential or actual, 
competition. 

In New York the Fifth Avenue 
Coach Company has operated for 
many years under a ten-cent fare 
franchise, chiefly on Fifth Avenue and 
Riverside Drive, where street cars 
have always been taboo. The traffic is 
largely a sight-seeing traffic which does 
not mind the ten-cent fare, or a Fifth 
Avenue shopping traffic that chooses 
this route in order to get to high- 
priced stores. The Fifth Avenue 
Coach Company competes successfully 
with surface, subway and elevated 
lines parallel to its route and only one 
or two blocks away. That it has been 
successful as a financial enterprise is 
shown by its balance sheet for Decem- 
ber 31, 1928, as published by the 
Transit Commission. The item of 
“fixed capital” or “gross investment” 
appears at $3,983,391.14, with accrued 
amortization of $1,301,018.50, leaving 
the “net investment” in utility prop- 
erty at $2,682,372.64. Its “other in- 
vestments,” “current assets,” “‘mate- 
rial and supplies,” etc., bring its total 
assets up to %6,905,485.74. On the 
liabilities side it has no bonds and only 
250,000 of capital stock, but a corporate 
surplus of $6,062,960.98. It carries 
about 55,000,000 revenue passengers 
per annum, which is within 10 per cent 
of the total street railway traffic in 
Denver, where there are no local 
buses. 

In Detroit and Chicago, the motor 
bus companies are carrying a vast 
amount of traffic at the ten-cent fare, 
for the most part being routed on 
streets where there are no street car 
tracks, and rendering a special service 
for which, apparently, their clientele 
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are quite willing to pay ten cents, as 
contrasted with the general six-cent 
street car fare in Detrcit and the 
seven-cent fare in Chicago. 

In Minneapolis and St Paul there 
are no strictly local buses, but intercity 
bus lines have sprung tp in recent 
years, substantially paral.eling on the 
same streets three of the through- 
service street car lines. The street 
cars charge two fares, twelve cents in 
all, for the intercity ride. The buses 
charge twenty-five cents, whether the 
passengers take a through ride or go 
only a few blocks. Yet the buses 
thrive, and during the summer of 1924 
the Twin City Rapid Transit Company 
acquired the principal ore of these bus 
lines at the announced price of $500,000. 
The buses are now bing operated 
through a stibsidiary company, and 
thus far (September 29) they continue 
to charge the same rates as formerly, 
with no noticeable change in either 
street railway or bus service. 

On the other hand, the development 
of competitive, low-priced jizney bus 
service in Newark and the other prin- 
cipal cities of New Jersey during the 
past eight years has been so remarkable 
that the Public Service Railway has 
been forced to adopt a five-cent zone 
fare on its street car Imes, and is now 
getting possession of the jitney lines 
and operating its own Jeets of buses at 
the old jitney rates. In New Jersey, 
the development of tke jitneys was in 
part due to the inabilty of the Public 
Service Railway to zender adequate 
service with its present track layout, 
particularly in connaction with the 
Newark terminal of the Hudson and 
Manhattan Railroad, where an im- 
mense traffic demancs convenient ac- 
commodation; but m the main the 
jitney service has beea competing more 
or less directly wita the street car 
service. 

From a consideration of facts such 
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as have been cited, it seems obv-ous 
that the regulation of buses, were’ 
they do not compete with the street 
railways, should cover such matters as 
routing, schedules, speed, responsikility 
for accidents, type of vehicle, noise, 
ventilation, lighting and other similar 
matters which are essential elemerts of 
public transportation service. Also, in 
order to protect the tax-paying public 
from too heavy burdens, it may be 
necessary to levy upon the buses 
license, gross earnings or other taxes 
sufficient to constitute their fair pro- 
portion of the cost of the roads which 
they use and the police service which 
high speed vehicles and congested 
traffic make necessary. 


Extent or Moror Bus REGULATION 


When it comes to the other qu2stion, 
namely, the extent to which motor 
transportation should be limited and 
regulated for the protection of the 
street railway as an essential] instru- 
ment of public service, there are more 
difficulties. It all depends on whether 
or not the street railway broncho has 
in fact been subdued to domesticity 
and the patient drudgery of obedience. 
The American people cannot afford to 
check competitive enterprise in trans- 
portation save for public benefit, and 
protecting and preserving the street 
railway by restrictive measures are 
quite unwarranted, unless the street 
railway is in fact, as well as in name, a 
public service agency. It carnot well 
have its monopoly bolsterea up by 
public regulation, until it has cast out 
the evil spirit of exploitatior, purged 
itself of all extravagances and settled 
down to an honest, quiet and respon- 
sive career of service. To put it in 
another, way, the public does not owe 
the street railways protection so long 
as they persist in trying to bolster up 
unsound and = speculative financial 
structures, with the vagaries of repro- 
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duction cost and other vain imaginings 
of the subsidized expert mind. With 
the street railway eschewing specula- 
tion and basing their claims to public 
favor upon the solid rock of honest and 
prudent investment in public service, 
they will be entitled to protection from 
unfair competition. In many instances, 
however, the street railways put 
forward valuation and rate-of-return 
claims which, if admitted, would put 
street car fares and service clearly 
beyond the pale of public regulation; 
for the companies could not give bad 
enough service or collect high enough 
fares to yield anything like the cost of 
capital which they claim as their due. 

In general, upon the assumption of 
actual public control, either through 
public ownership or through effective 
public regulation, if that is possible, 
the main agencies of local passenger 
transportation should be closely co- 
ordinated and made to co-operate in 
rendering comprehensive, convenient 
and economical public service, with 
only a little competition left on the 
fringes of the transportation area for 
pioneering purposes. 

The kind of bus regulation required 
to protect the street railway obviously 
includes: 

1. Control of bus routes, so as to 
make bus service supplemen- 
tary rather than directly com- 
petitive. 

2. Adequate taxation to put buses 
on & par with street cars. 

8. Heavy bonding or other measures 
to enforce liability for injuries 
and damages inflicted as an 
incident of bus operation. 

4. Regularity of schedules and ade- 
quacy of service. 


Obviously, also, it is unnecessary, 
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from the street railway point of view, 
for the public authorities to insist upon 
the buses reducing their rates to a 
parity with street car fares, where the 
buses attract traffic at the higher rates, 
and, on the other hand, the public 
authorities can hardly be expected to 
insist on the buses razsing their rates 
to the level of the street car fares, where 
the latter are higher, if the buses are in 
fact able to render service at the lower 
rates after bearing their share of the 
public burdens. Indeed, the extent of 
bus regulation necessary to protect the 
street railways will depend largely upon 
its form. If the street railways are 
effectively protected from bus com- 
petition for traffic tributary to the car 
lines, they have no further legitimate 
interest in bus regulation, except as 
they share in the general interest of the 
community. On the other hand, if it 
is impracticable, as it is likely to be in 
most cases, to shut off bus competition 
entirely, then the street railways are 
interested in a type of public regulation 
that will not leave the buses with 
unfair advantages in the laxity of 
service requirements or in the lightness 
of the public burdens imposed upon 
them. 

Under private ownership and opera- 
tion, the competition of bus transporta- 
tion should be controlled and kept 
within reasonable bounds, but not 
stifled. 

Under public ownership and opera- 
tion, buses should be utilized for sup- 
plementary service, with opportunity 
for free experimentation and the partial 
or complete substitution of bus trans- 
portation for the street cars if, where, 
and when this substitution can be 
effected with advantage to the public, 
due consideration being given to the 
capital losses involved in the change. 


The Highway Business 
What Pennsylvania is Doing 


By Wouw1am H. CONNELL 
Engineering Executive and Deouty Secretary of Highways, Commonwealth of Pennsylvania 


N the United States there are about 
seven hundred fifty thousand (750,- 
000) people engaged in higtway work, 
the expenditures for which amount to 
about one billion five hundred million 
dollars ($1,500,000,000) a year. 

The highway business is one of the 
largest—if not the largest—business 
industries in this country today. The 
reason, of course, is that it supplies a 
need that is an important factor in the 
life of every individual in the country. 
Highway transportation is & necessity 
from an educational, religious, eco- 
nomic and social standpoint in the 
farming districts, on the pla ns, in the 
mountainous districts, as well as in the 
large centers of pcpulation. The ad- 
vent of motor transportation with its 
far-reaching possibilities for the indi- 
vidual, both from a business and social 
standpoint, has created a demand for 
improved highways in every section of 
the country. 

In the days of horse-drawn traffic 
paved highways were, as a rile, to be 
found only in centers of population and 
suburban sections. The economic lim- 
its of horse-drawn transportacion were 
confined to a very small area and, 
therefore, it was not necessary to con- 
struct high class pavements for any 
great distance from the large centers of 
population. The advent of motor 
transportation has increased tie radius 
of highway transportation sc that it 
has become necessary, in order to meet 
the traffic needs, to construct modern 
highway type pavements throughout 
every section of the United States. 


. This complete change in traffic con- 
ditions within the last twelve years is 
responsible for the growth of the high- 
way industry. The highway business 
like the steam railroad business, the 
steel business, the newspaper business, 
the manufacturing business, or the 
street railway business, is a business 
that can only be successfully conductad 
by applying everyday, common-sense, 
business principles to its operation. 


Trained Engineers to Solve the Problem 


The problem, so far as state high- 
ways are concerned, is comparatively 
new, as it was of little consequence b2- 
fore the advent of the automobile. This 
new means of transportation played 
havoc with the old waterbound maz- 
adam pavement and made it necessary 
to make changes in the wearing surface 
of this pavement and to provide more 
substantial construction for country 
roads. The solution of this problem 
was worked out like the solution cf 
every problem is worked out, but in 
this instance under great difficulties. 
The proper procedure, when confronted 
with a problem, is to make a general 
study of the conditions and determine 
upon the best means of ascertaining 
thenecessary facts to solve the problem. 

If an individual is in poor health and 
does not know what the trouble is, a 
doctor is called in because he is trainec 
and equipped to solve the health prob- 
lem. If the difficulties are of a legal 
nature the lawyer is called in to solve 
the problem. If there are difficulties 
encountered in railroad business the 


118 


* 114 


solution of the problem is to get the 
advice of railroad men. In the news- 
paper business newspaper men are 
called upon, in the manufacturing, 
business men who understand that 
business, and likewise in the highway 
business, men who understand the 
highway business, or highway engi- 
neers, are the ones to solve the problem. 

Unfortunately, a number of years 
ago, due to the work being largely 
public work, everybody thought he 
knew as much about it as the men who 
were trained in the business and every- 
body “butted in.” The butcher, the 
baker, and the candlestick maker ‘and 
well-meaning citizens of all classes 
conducted highway work and wasted 
untold millions of dollars in attempting 
to solve a problem that they were not 
trained to solve and knew nothing 
about. If this work were entirely con- 
trolled by business interests, it would 
have been solved in the usual way: by 
employing those best fitted to work out 
the solution. This condition, which 
retarded highway improvement for a 
number of years, is gradually giving 
way to a realization by the public of 
the necessity of entrusting the highway 
engineering business with trained high- 
way engineers, as they appreciate that 
in the last analysis it is the only solu- 
tion and the success of any business is 
dependent upon its being conducted by 
a force trained and schooled in the 
business they are conducting. 


Placing Work on Engineering Business 
Basis 

Great strides have been made in the 
last fifteen years in placing highway 
work on a highway engineering business 
basis and the Pennsylvania Depart- 
ment of Highways is an outstanding 
example. The solution of any prob- 
lem is comparatively easy when there 
is a thorough understanding of the 
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problem by all interests concerned. 
To bring about a thorough understand- 
ing there is nothing like getting all the 
facts and putting the cards on the 
table. The highway business has been 
mismanaged, misunderstood and con- 
fused in many instances in the past, 
due to a Jack of understanding. The 
American public would not deliberately 
throw untold millions into the gutter, 
as they have done in highway expendi- 
tures in the past, and as they are doing 
in meny instances today, if there were 
a better understanding of the facts. 
The only way to get highway facts is 
through trained highway engineers. 

This is the situation which the 
Pennsylvania Department of Highways 
is bringing about. The state has or- 
ganized a department of trained high- 
way engineers whose services are not 
only confined to the conduct of the 
work of the state highway system, but 
the state is offering the services of this 
technically trained, highway organiza- 
tion to all the counties and townships. 
The legislature has enacted laws that 
enable the counties and townships to 
avail themselves of the services of this 
organization so they can be properly 
guided in their highway expenditures 
and the counties and townships have 
been quick to take advantage of this 
opportunity and are co-operating with 
the Department in a manner that is 
most gratifying. 


Politics and Material Interests Prop- 
aganda 


In the old days everybody used to 
tell the engineers how to build high- 
ways and where to build them. Now, 
in most instances, in Pennsylvania they 
‘are asking for advice. This condition 
is gradually being brought about 
throughout the whole United States. 
The approach to the solution of the 
highway problem has always been very 
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simple but it has taken years to focus 
it, as the issue was deliberztely be- 
clouded by contractors, selfish, material 
interests and politicians. In the old 
days many contractors did rot want 
highway engineers inspectirg their 
work. The material interests were 
conducting misleading propaganda to 
push their own materials. Politicians 
were throwing 2 smoke screer around 
the issue; in the nature of propaganda, 
to the effect that technical men were 
not practical enough and, strange io 
say, it has taken the public a long time 
to realize that in order to hardle this 
problem from a practical stancpoint it 
is necessary to employ somecne who 
thoroughly understands the »roblem 
and, of course, in the highway business 
it is the highway engineer. Ore of the 
leading politicians in one of the largest 
cities in the United States only a few 
years ago said, in all seriousness, that 
he believed the inspectors who were at 
that time in the highway department 
referred to were good inspectors be- 
cause they were practical fellcws and 
knew the streets well because they 
used to be truck drivers. To <nspect, 
one must be trained in the basiness. 
The inspector is a most important cog 
in the wheel. He is the chief’s ‘eyes” 
on the job. 

These days are giving way to £ better 
‘ understanding between the puklic and 
the engineers, brought about by the 
highway users and the engineers. IF 
propaganda had been directed years 
ago to install a trained organization to 
handle highway work with as much 
force and persistence as the propeganda 
that was directed by the politicians, 
contractors, and selfish, material in- 
terests, there would be a great many 
more miles of hard surfaced roads 
available at this time. 

There is only one answer to the high- 
way problem: install a trained crgani- 
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zation. Through their knowledge of 
the subject, which will be reflected in 
their work, they will soon get the 
confidence of the public. With the 
confidence of the public, the money will 
be supplied in bond issue and motor 
license revenues. Everyone is directly 
or indirectly a highway user and is glad 
to pay his share provided he sees he is 
getting a dollar’s worth of value for 
every dollar expended. 


Highway Expenditures 

The proper administration of the ex- 
penditures of one billion five hundred 
million dollars ($1,500,000,000) a year 
is of paramount importance. Waste 
and extravagance i in the administration 
of these expenditures. uld very easily 
bankrupt states, counties, cities, bor- 
oughs and townships. \ 

Of the total expenditures, about 75 
per cent is for rural highway work, 25 
per cent for the streets and roads of 
urban communities having a popula- 
tion of 2,500 or more. The state high- 
way departments are the largest units 
administering highway work and the 
Pennsylvania Highway Department is 
the largest state highway organization. 


Pennsylvania Highway Sven and 
Administration 

Pennsylvania has an area of about 
45,000 square miles. The state area is 
divided into cities, counties, boroughs 
and townships. The Department of 
Highways exercises a general control 
over all the highway work ovtside of 
the cities and boroughs. In this area 
there are about 100,000 miles of road. 
Of this amount 10,807 miles canstitute 
what is known as the state highway 
system. Those roads are entirely un- 
der the jurisdiction of the Department 
of Highways. Approximately 65,780 
miles are improved with a hard surface 
in some form or other. That means 
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either stone or durable types of pave- 
ments. The remaining 4,527 miles are 
unimproved dirt roads that are to be 
paved by the Department of Highways. 
The system is divided into a primary 
and secondary system. The primary 
system comprises about 38,970 miles 
and these roads constitute the main 
trunk line highways. They connect 
county seats and large centers of 
population and the adjoining state 


highway routes. 


Expenditures 

From 1911 to 1923 180,000,000 was 
spent on the state highway system, 
of which #112,000,000 was spent on 
construction, $50,000,000 on mainte- 
nance, and $18,000,000 on miscellane- 


ous work, overhead and various other - 


items. f 

The great stride in highway work in 
Pennsylvania was made between 1919 
and 1923, or after the war. During 
that period $185,000,000 out of a total 
of $180,000,000 was spent on the sys- 
tem. Prior to 1919 there was not much 
progress. 

. The estimated expenditures from 
January 1, 1928, to January 1, 1927, 
directly under the jurisdiction of the 
Department of Highways will be about 
$220,000,000. Twenty million dollars 
of this is one hundred per cent county 
work—work for which all the cost is 
contributed by the county and the 
engineering and inspection is done by 
the State Department. 

The township work is also a very big 
factor as will be appreciated from the 
great mileage of roads. It is estimated 
that in four years there will be $85,000,- 
000 spent on the township roads. 
This work is under the general super- 
vision of the Department of Highways 
but is not as closely controlled as the 
one hundred per cent county road work. 
Adding this expenditure to the $220,- 
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000,000, it shows a total ex 
$305,000,000 which will b 
general supervision of the | 
of Highways during the f 
this administration. This 
a greater sum than has 
on any engineering proje 
the Panama Canal or the 
Water Works, in the san 
time. 

This emphasizes the m 
the highway work thro 
country. It is the big th 
neering today and it will co 
for a great many years t 
probably, for all time, or u 
an entirely different syste 
portation. As long as tr 
remains on the ground t 
problem will be increasing : 
year. The upkeep is the 
and the more roads that a 
greater will become the u 
lem. 


Organization 


In carrying on work of 
tude, organization is a ver 
factor and the greater the 
of the work, the more nece 
have a good, sound organiz: 
the problem consists of co) 
work in a small area, it is a 
matter, but the control o 
large area, where the wor! 
rily widely separated, bec: 
a matter of organization. 

The general engineerin 
tion of the Pennsylvania 
of Highways, including © 
stenographic, etc., consists 
thousand seven hundred g 
maintenance field organiza 
ing foremen, laborers, etc., 
of the working season cor 
proximately 12,000 men. 
to this the contractors er 
12,000 men on state highw 
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tion and, of course, this work is under 
the supervision of the department. So 
there are about 25,700 people engaged 
in highway work under the supervision 
of the Pennsylvania Departmert of 
Highways from April until December 
and there is, of course, a very con- 
siderable force engaged on mainterance 
work all through the winter. 

In the present organization oł the 
Department of Highways the secretary 
of highways is the head of the depart- 
ment. The engineering executive and 
deputy secretary is next in authority 
and has been delegated all the powers 
of the secretary of highways. Re- 
porting to the engineering executive is 
a deputy engineering executive who is 
primarily in charge of the office en- 
gineering routine. There is also a 
headquarters field engineer, equipment 
transport engineer, location engineer, 
research engineer, supervisory town- 
ship engineer, office director, director 
of the bureau of registration of motor 
vehicles, and director of publici-y, re- 
porting direct to the engineering 2=xecu- 
tive. There are also four division en- 
gineers whose offices are locaced at 
different points throughout the state 
who report to the engineering exe2utive. 
There are fifteen district engineers with 
offices located throughout the state. 
These men report to the respective di- 
vision engineers in charge of th» terri- 
tory in which they are located. There 
are fifty-two superintendents of main- 
tenance reporting to the respect-ve dis- 
trict engineer in charge of the territory 
in which they are located. Tae dis- 
trict engineer is king in his territory. 
His word is law. He makes tae sur- 
veys and plans which are sent to the 
main office where they are given further 
study, after which the type o? pave- 


ment is selected and the wcrk ad- 


vertised from the main office. The 
inspectors and the survey corps. as we!l 
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as the maintenance superintendents, 
report directly to the district engineer. 
The idea is to keep the division engi- 
neers free from detail so they can spend 
all their time going around the state 
advising with the district engineers in 
connection with the construction and 
maintenance work. All routins cor- 
respondence comes direct from tie dis- 
trict to the main office and cop:es are 
sent to the division engineers. 


Motor Vehicle Registration 


The registration of motor vehicles 
and the collection of license fees is un- 
der the direction of the Motor Vehicle 
Registration Bureau of the Department 
of Highways. 


Comparative Unit Costs 


As a means of developing the main- 
tenance work and placing it on a higher 
standard, it is being placed on a com- 
parative unit cost basis. The first 
thing to know is the comparative unit 
costs of work under the jurisdiction of 
the division engineers. The division 
engineers then in turn hold the district 
engineers responsible so that the cost 
of the work under the jurisdiction of 
the district engineers is compared. 
The district engineers in turn hold their 
superintendents responsible so that it is 
necessary to have comparative costs of 
the work under the jurisdiction of the 
superintendents. The superintendents 
hold their foremen and caretakers re- 
sponsible, which makes it necessary to 
have comparative costs of the work 
under the jurisdiction of the respective 
foremen. 

This system invariably increases 
production at a decreased cost. It 
arouses the interest of the mer. in their 
work and raises the standard cf morale 
of the organization. When the men 
feel that there is a definite basis for 
comparing the quantity and cost of 
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their work w., work in other localities, 
they natural’ oecome more interested 
as the compeu ion brings about a spirit 
of friendly rivalry. It results in de- 
veloping a better and more effective or- 
ganization as it gives the men some- 
thing more to think about than the 
mere performance of the physical work. 
It translates the work into dollars and 
that naturally gives them an added 
interest. It tends to encourage them 
to think about their work from the dol- 
lar and cents standpoint as well as from 
a quality and quantity standpoint 
and, of course, the main thing in a large 
organization, in order to get the best 
results, is to develop ways and means of 
interesting the men in their work. 

The two outstanding phases of the 
highway busineas are upkeep and con- 
struction. Upkeep is of the most im- 
portance because poor upkeep neces- 
sitates premature new construction. 
The application of the theory, “A 
stitch in time saves nine,” to the up- 
keep of the highway system saves un- 
told millions in new construction. The 
upkeep is the operating side of the busi- 
ness and any experienced business man 
knows that it is poor economy to neg- 
lect the upkeep of the buildings, ma- 
chinery, etc. He also knows that when 
the annual expenditures for upkeep 
exceed the interest, sinking fund and 
upkeep charges of the replacement, 
that the economic limit has been 
reached and replacement is justified. 
This is the theory that the Pennsyl- 
vania Department of Highways is ap- 
plying. The department is guided in 
its maintenance and building of new 
roads by plain, ordinary, everyday 
economics. 


Location of Highways 

While the economics of the road sur- 
facing is a very important factor, the 
economics of the highway location is 


also of very considerable importance. 
The highways, like the railroads, lead 
from one center of population to an- 
other. The through routes in particu- 
lar should be located with a view to 
carrying the traffic to and from the dif- 
ferent centers of population by the 
shortest route and over roads with 
reasonable grades and curvature for 
motor transportation. Most of the 
roads were laid out for local horse- 
drawn. traffic without much considera- 
tion being given to selecting the short- 
est route between distant points. The 
old highways, ‘therefore, are not as a 
rule on the economic location. i 

In general in Pennsylvania the loca- 
tion of the state highways is fixed by 
legislative enactments which enumerate 
the principal points connected by the 
routes. Between these points the de- 
partment has wide powers of relocation 
and uses these to establish locations 
which will best serve the greatest num- 
ber, the general principle being kept in 
mind that the state highway routes are 
essentially through routes. ' 

It is not necessary to continue to ad- 
here to a location of a route through a 
point fixed by legislature if it is not the 
logical location for a through route, 
provided a spur is built by the state 
from the route to the point fixed by 
legislature. It will be readily observed 
that this enables the department to 
locate the through routes to the best 
advantage to the state as a whole by 
eliminating minor centers of popula- 
tion in instances where it would in- 
crease the distance considerably to pass 
through these communities. The pol- 
icy of relocating through-route high- 
ways with a view to providing the 
logical shortest route sometimes leads 
to a sacrifice of local interests for the 
general good. 

The average motor transportation 
cost to the highway users for each 
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thousand feet over a hard surfaced 
road is approximately $.023 for each 
vehicle. The cost, therefore. of one 
thousand vehicles a day would be 
$23.00, or $8,395.00 per year, or ap- 
proximately $167,900 over a period of 
twenty years. This clearly -ndicates 
the necessity of shortening the dis- 
tance, where practical, on a chrough- 
route highway. Many reloca-ions are 
made that result in shortening the dis- 
tance over a mile. Based on tke figures 
stated, the saving to the users n trans- 
portation costs for each mile would be 
approximately $44,300 per year, or 
$886,000 over a period of twenty years. 
These figures are based on 90 per cent 
passenger traffic and 10 per ceat truck 
traffic. 


On the Pennsylvania state highway 
system the relocations thus far have 
resulted in a saving of approximately 
100 miles. With an average t-affic of 
1000 vehicles per day the saving in 
operating costs is approximately $4,- 
430,000 per year. To this should be 
added $480,000 which is the average 
annual costs of 100 miles of pavement 
and is made up of the interest on the 
investment, sinking fund requirements 
for bond issue, and the maintenance 
costs, making a total annual saving, 
due to reducing the distance >y 100 
miles on the Pennsylvania h ghway 
system, of $4,910,000 per year. In 
other words, if this distance were not 
saved by constructing the highways on 
the economic location, the waste or loss 
to the public would be $4,910,C00 per 
year. 

It is difficult for local commun ties to 
reconcile themselves to the highway 
being routed around their community 
instead of through the main street, but 
when they are built for through <raffic, 
the only sound policy is to builc them 
in the most economic location for all the 
users. 
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Ultimate Width of Right of Way 


The maximum traffic on the hard 
surfaced roads on the Pennsylvania 
highway system is as high as 15,000 
vehicles a day on roads close to the city 
of Philadelphia, while the maximum 
traffic on some of the out-lv-ng, hard- 
surfaced roads is less than 100 vehicles 
a day, and of course it is considerably 
less than this on unimproved roads. 
It will be readily observed, therefore, 
that there is quite a diversity in traffic 
conditions in the different sections of 
the state. 

Pennsylvania has a number of large 
centers of population, notakly Phila- 
delphia, Pittsburgh, Wilkes-Barre, 
Scranton, Erie, etc., and also & very ex- 
tended area in which the population 
averages only about 50 per square 
mile. Of course, there is a very con- 
siderable area where it does not average 
one per square mile. The highway 
system traverses a territory embracing 
virtually all kinds of traffic canditions. 
A very considerable mileage of the 
roads on the system are mountain 
roads, where the problem is tc provide 
safe roads with relation to grades and 
curves without detracting too much 
from the natural scenic advantages. 

The state highways, like the city 
streets, due to the variation in their 
importance from a traffic standpoint, 
should be constructed of varying 
widths, and provision should be made 
for the future traffic requirements by 
fixing the ultimate width of right-of- 
way. During the present administra- 
tion the Pennsylvania Department of 
Highways made it a policy tc fix the 
ultimate width of right-of-way for the 
highways on the state system. The 
law gives the department the authority, 
with the approval of the governor, to 
fix the width of the ultimate right-of- 
way up to 120 feet. By recording such 
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action with the proper county court 
the width adopted becomes the legal 
right-of-way. This will save the public 
millions of dollars in damages when the 
highways are widened, as once the 
width is established and recorded, 
damages cannot be collected for 1m- 
provements constructed within the 
established right-of-way. The law pro- 
vides that the cost of damages for the 
abutting property for additional right- 
of-way is to be borne by the counties. 

At the present time surveys are be- 
ing made with a view toward fixing the 
ultimate future width and right-of-way 
for all the highways on the highway 
system. The widths that will be es- 
tablished are 50, 60, 80, 100 and 120 
feet. This includes the sidewalk area. 
The determination of the width of the 
highways in each instance is based 
upon the probable future traffic needs. 
In open country, where there is no curb 
and no occasion for parking on the 
pavement and where there is sufficient 
trafic to warrant it, provision should 
be made for future pavement widths 
that would provide for a slow and a 
fast moving traffic lane going in either 
direction. This would necessitate a 
paved width of roadway of forty feet, 
leaving ten feet for sidewalk space for 
pedestrians. On highways carrying 
very heavy traffic the width is based 
upon three ten-foot traffic lanes in 
either direction, making sixin all. The 
traffic lane nearest the curb is for 
parking, the lane next to that for slow 
moving vehicles, motor busses, trucks, 
etc., and the other lane for fast moving 
vehicles and for passing. 

This work will result in fixing the 
state plan. This is similar to what has 
been done by cities in the past and it 
has been considered of such importance 
in large cities that city planning engi- 
neers are engaged exclusively on this 
work. It is equally important, if not 
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more so, in state highway systems. A 
location engineer has recently been 
added to the staff of the Pennsylvania 
Department of Highways to take 
charge of this most important function. 
Several plans have already been filed 
and a number of surveys are under way. 
This is the kind of work the engineers 
will not receive much credit for during 
their lifetime, as the need for the addi- 
tional widths of right-of-way that are 
being established at this time will not 
materialize for a number of years. It 
is for future generations, but now is the 
time to do it. Highway departments, 
like railroads, public service corpora- 
tions, and industries, must have suf- 
ficient vision to provide for the future 
needs, otherwise the work of today will 
not fit m with the requirements of 
tomorrow. 


Economics of Selection of Type of Con- 
struction 

The type of construction is deter- 
mined upon after reviewing all the facts 
relative to the probable future traffic 
needs of each individual section of 
highway as it comes up for considera- 
tion. It would be absurd to construct 
a parement with a light traffic surfacing 
on a heavy traffic highway, and like- 
wise it would be absurd to construct a 
pavement with a heavy traffic surfacing 
on a highway where the facts indicate 
that the future traffic will be very light. 

There is no such thing as one design 
of surfacing to suit all conditions. 
This would be false from a business en- 
gineering economic standpoint. In 
each instance the facts relative to the 
prokable future traffic needs of the 
highway should be used as a guide in 
the selection of the type. It would be 
false economy to construct a type of 
surfacing that is suited only for light 
trafic on all of the roads. It would 
likewise be false economy to construct 
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a type of surfacing that is suited for 
heavy traffic on all of the roads. 

, The’economic road surfacing may 
consist of any type of surfacinz from a 
dirt road to a high-priced, smooth, 
dressed, granite block pavement on a 
concrete foundation. The economic 
surfacing is the surfacing tkat ade- 
quately provides for the traffic in each 
individual instance at the leas: annual 
cost. The items that enter -nto the 
costs include interest on the investment 
and, if constructed from bond issue, the 
sinking fund charges for the retirement 
of the bond issue, the annual cost for 
the upkeep of the road, transportation 
costs, or the difference in the cost of 
operating motor vehicles on different 
types of road surface. 

The transportation costs vary de- 
pending upon the character of road sur- 
facing. For example, it is g2nerally 
accepted from tests that hare been 
made throughout the country, notably 
those by Professor Agg of tke Iowa 
State College, that it costs about 40 
per cent more for the fuel to operate a 
motor vehicle on dirt roads than on 
smooth, hard-surfaced roads. The 
items of motor vehicle transportation 
costs which are affected by the char- 
acter of the road surfaces include 
depreciation, repairs, tires, oil ard gaso- 
line. It is estimated that the total ad- 
ditional transportation costs for motor 
vehicles operated on dirt roads as com- 
pared with hard surfaced roacs is 25 
per cent. From this it can be readily 
seen that, where there is any eppreci- 
able amount of traffic using a ditt road, 
the saving in the operating ccsts for 
these vehicles on hard-surfacec. roads 
as compared with dirt roads would 
justify the construction of a hard-sur- 
facedroad. Forexample, assummgthat 
the average operating cost per mile of 
passenger cars on hard-surfacec roads 
is ten cents, and* the average op2rating 
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costs of trucks on hard-surfaced roads 
is thirty-six cents, assuming traffic of 
800 vehicles a day, 90 per cent pas- 
senger cars and 10 per cent trucks, and 
operating costs on dirt roads 25 per 
cent mere than on hard-surfaced roads, 
the annual saving in operating costs 
per mile per year would be $2,835 
per mile, using 300 traffic days per 
year, or more than enough to pay 
for the annual interest, sinking fund 
and maintenance costs for the construc- 
tion of a hard-surfaced pavement suit- 
able for the traffic. 

For a traffic of 600 vehicles per day 
divided in the same proportions, the 
operating savings per mile would be 
approximately $5,670 annually and 
for a traffic of 1,000 vehicles per day 
the savings would be $9,450 annually 
by changing from a dirt to hard-sur- 
faced pavement. 

A dirt road is not an adequate road 
surfacing for any appreciable amount 
of traffic and under such circumstances 
it cannot be satisfactorily maintained 
at any cost. On the other hand, there 
are many instances where there is not 
sufficient traffic to warrant the con- 
struction of a pavement. The eco- 
nomic road surfacing in some instances, 
therefore, is the dirt road, in other in- 
stances a gravel road, in others a 
bituminous, surface-treated macadam 
road, a bituminous, penetration mac- 
adam road, a bituminous concrete 
road on a stone base, a bitumir.ous con- 
crete or asphalt pavement on a concrete 
base, a concrete pavement, a granite 
block pavement on a concrete base, etc. 
In each instance the determining factor 
should be the facts relative to the 
estimated probable future traffic the 
road will be required to care for. 
These facts govern the selecticn of the 
type of pavement and the width of the 
roadway. We can closely estimate 
from experience the annual mainte- 
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nance costs on a vehicle ton mile basis 
for the different types of pavements. 
From this it will be readily seen that 
it is not a difficult matter to determine 
the economic pavement or the pave- 
ment that will be adequate for the 
traffic needs in each individual instance. 


Trafic Studies 


The primary consideration must al- 
ways be the probable future traffic and 
the character of this traffic. Present 
traffic information is helpful but often 
misleading. For example, a road that 
is not substantially paved may carry a 
considerable amount of passenger traf- 
fic, whereas if it were paved with a so- 
called durable type of construction, it 
would probably invite a very consider- 
able amount of heavy truck traffic. It 
is for this reason and due to many other 
considerations entering into the prob- 
lem, upon which the conclusions are 
based with respect to the estimated 
future traffic and character of the traf- 
fic, that it is necessary for all highway 
departments to make studies, with a 
view to forecasting the probable future 
traffic needs, such as are being made 
by the Pennsylvania State Department 
of Highways today, in co-operation 
with the United States Bureau of 
Public Roads. Thestudies being made 
will take into account whether the 
probable future development of the 
territory tributary to the respective 
highways will be agricultural, mining, 
industrial, resort, etc. 

Construction based on estimated 
future traffic information, such as is 
being developed from studies being 
made in this state, is far better than 
selections which are based on a con- 
struction of uniform strength for all 
traffic conditions throughout the state. 
It is perfectly obvious that this method 
of determining the suitability of con- 
struction will result in having a great 
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percentage of construction entirely too 
light for the probable future heavy 
traffic roads and pavements unneces- 
sarily costly for the probable future 
light traffic roads. 

The traffic studies being made by the 
Pennsylvania Department of High- 
ways and the United States Bureau of 
Public Roads are very extensive and 
far reaching and will supply the facts 
upon which to determine the ultimate . 
widths of right-of-way of the roads on 
the highway system as well as the 
character and widths of pavements. 
The government regards this survey of 
sufficient importance to pay one-half 
the cost in order to obtain the neces- 
sary information for future highway 
planning. The survey was started 
last October and will be completed this 
October. The force consists of about 
one hundred men located at different 
points throughout the state making 
traffic counts, weighing trucks, getting 
information concerning the kind of 
goods transported, origin and destina- 
tion of trucks and passenger cars, and 
all necessary data relative to the sub- 
ject, all with a view to estimating the 
amount and character of the probable 
future traffic use of the highways. 
This in itself is a very big subject and 
would require a great deal of space to 
discuss it in all of its aspects. It will 
be sufficient for the purpose of this dis- 
cussion to state that the studies being 
made are similar to those made by rail- 
roads, street railways, telephone, and 
other public service corporations and 
industries in general in order to esti- 
mate their future business so they can 
make their plans accordingly. The 
highway business is highway transpor- 
tation and it is essential to obtain all 
the necessary information to plan to 
the best advantage to take care of the 
future transportation needs. 

After the highways‘are constructed 
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the biggest problem presents itself 
which is the problem of the operation 
of the highway system. This involves 
the upkeep and control of the use of the 
highways. 


Upkeep , 

The 13,700 men on the payroll of the 
department, of whom about 12,000 are 
engaged exclusively in the upkeep of 
the highways, are all imbued with the 
spirit of service. The employes of the 
department are impressed with the fact 
that they are part of a service organiza- 
tion whose function is to make it pos- 
sible for the traffic throughout the 
whole state to travel over the highways 
with the greatest possible comfort and 
safety and the least inconvenience. 

The highway and railroad problems 
are alike. The railroad roadbed and 
rails must be kept in a proper condition 
for the comfort and safety of the trans- 
portation needs of the public. Like- 
wise the highways must be kept in a 
proper condition for the comfort and 
safety of the motor transportation 
needs of the public. 

The highways are constantly main- 
tained through a combination of tke 
patrol and gang system. This consists 
of assigning a man to take care of the 
small patchwork for a definite length 
of highway. This work is supple- 
mented by gangs assigned to specific 
territories to take care of the larger 
maintenance work until such time as 
the pavement requires a resurfacing or 
replacement. 


Bituminous Surface Treatments 


Bituminous surface treatments and 
oiling on the highways is done in half 
width sections. The bituminous mate- 
rial is not put on the second section until 
the first section is thoroughly dry. This 
work is scheduled for completion for 
the whole state by June 15 so that the 
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summer travel will not be subjected to 
the discomfort and inconvenience of 
fresh oil on the road. 


Detours 


During the construction of highways 
great care is exercised to not only direct 
the traffic by properly located detour 
signs, but the department spends con- 
siderable money in placing in good 
travelable condition the roads used for 
detours, on the principle that it is our 
function to provide the best possible 
traveling surface under all conditions. 


Snow Removal 


The main highways are kept open to 
trafficall year round. The department 
erects snow fences at locations where 
experience has proved that there is 
likely to be considerable drifting in 
heavy snow storms. As soon as the 
snow begins to fall, the superintendents 
are notified and when there is a depth of 
two inches of snow on the ground the 
equipment is ordered out and the plows 
and men work day and night until the 
storm is over. The policy is to fight 
the storm rather than wait until the 
snow has ceased to fall and then en- 
deavor to clear the roads which often 
results in a tie-up for a considerable 
length of time. 


Control of the Use of the Highway 


The Pennsylvania Department of 
Highways has a uniformed highway 
patrol to enforce the traffic rules and 
regulations. 

At present there are 1,000,000 motor 
cars registered in the state and it is 
estimated that this number will double 
during the next several years. This 
will greatly increase the traffic and 
emphasizes the need for well-organized 
control of the use of the highways. 
The state traffic problem of the future 
will not be unlike that of large cities, 
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All of the states will eventually have 
traffic police patroling the roads and 
stationed at important intersections to 
control the traffic. 


Traffic Lines 

Last year the department adopted 
the policy of painting white traffic lines 
in the center of the highways on all 
horizontal curves and for a distance of 
150 feet on either side of the curve, and 
on all vertical curves for a distance of 
250 feet on either side where there is 
not sufficient sight distance to see 
vehicles coming from the opposite 
direction. Also on long tangents lines 
are painted at intervals as a reminder 
to the traffic to keep on its own side of 
theroad. Nothing the department has 
done has received more commendation 
than the extensive painting of traffic 
lines. The traveling public showed its 
appreciation of the importance of con- 
trolling the traffic in this way by adopt- 
ing the principle of traveling on the 
right side of the road in the direction in 
which they are going, while formerly 
the custom was to drive in the middle 
of the road and to turn out for traffic 
passing in the other direction. There 
is nothing that will result in minimizing 
the accidents more than traffic lines. 


Guard Rails, ete. 

Guard rails consisting of seven-foot 
locust or chestnut posts, set three and 
one-half feet above the ground, through 
‘ which two wire cables are strung are 
erected on all embankments on state 
highway routes. There have been 
many instances where trucks and pas- 
senger cars have been prevented by 
these guard rails from falling a con- 
siderable distance over embankments, 
thus avoiding very serious accidents. 


Whitewasking Poles 


Telephone poles on the highway 
routes are whitewashed for a height of 


Tas ANNALS OF THE AMERICAN ACADEMY 


six feet from the ground, to serve as a 
traffic guide and are very effective, 
particularly at night. 


Grade Crossings 


The department has engaged in a 
very extensive program of elimination 
of grade crossings and pending their 
elimination an effort is being made to 
minimize accidents by placing flashing 
signals, and by painting checkerboards 
on the pavement, ete., as a warning to 
the traffic that a grade crossing is being 
approached. 


Signs and Traffic Signals 

Signs are placed three hundred feet 
on either side of all bridges wide enough 
for only one way trafic. The signs 
read, “Narrow Bridge. Width for 
One Car Only.” Signs are also pro- 
vided at the approach to dangerous 
hills. The signs read, “Dangerous 
Hill. Go Into Second Gear.” Warn- 
ing signs are erected approaching all 
curves, danger signs approaching grade 
crossings and cross roads, and distance 
signs at all intersections. About 80,- 
000 distance, direction, danger signs, 
etc., are erected on the Pennsylvania 
state highway system. 

Arrangements are also being made 
to place red reflector signals or flashing 
signals at all danger locations and yel- 
low reflector signals at all warning 
locations. These reflector signals will 
be desirable as a traffic guide at night, 
as signs are of very little use after dark. 


Safe Sight 

To provide a free and unobstructed 
view across land located at or near the 
intersection of any two highways or-a 
highway and railroad or at any curve in 
the highway, the department is per- 
mitted to acquire these lands by pur- 
chase or eminent domain, and to pre- 
vent the use of them for any purpose 
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which would interfere with or obstruct 
the vision of users of the highvay. It 
is not essential that the Department of 
Highways actually acquire the title to 
the land. It may by condemnation of 
view prevent the owner from making 
any use of it which will interfere with a 
free and unobstructed view. 


Naming and Numbering of Highway 
Routes 

The Department of Highways is now 
carrying out a program of naming and 
numbering the highway routes. The 
plan is to give each through route a 
name and route number for its entire 
length throughout the state, clso the 
local name of the roads that make up 
the through route. These will all be 
placed on sign boards along tke high- 
ways. The signs will read for example, 
“Route 1, Lincoln Highway, Lancaster 
Road.” Route 1 is the route aumber 
for the Lincoln Highway in the state of 
Pennsylvania, the Lincoln Highway, cf 
course, being the name of that route for 
its entire length in the state Lan- 
caster Road is one of the locs] roads 
that comprise part of the Lincoln 
Highway. 


Control of Public Utilities on the 
Highway 

While public utilities have rights 
under the law or by franchise to locate 
their facilities on the highways, the 
actual location, manner of construction 
or reconstruction is governed by per- 
mits issued by the Department of 
Highways. This applies not only tothe 
10,387 miles on the state highway sys- 
tem but also to the 90,000 miles cf town- 
ship and county roads in Pennsylvania. 


Vehicular Control 


The department’s control of vehicu- 
lar traffic is complete and covers not 
only the use of vehicles on stat2 high- 
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ways, but also on the county and town- 
ship roads. The only diminution of 
authority is the right granted to cities 
to impose such restriction as they may 
deem necessary as to the routing and 
“time of passage of vehicles through 
their limits. This applies particularly 
to heavily loaded vehicles. 

No one can operate a motor vehicle 
unless they have been examined by the 
department and are given a certificate 
to the effect that they are qualified as 
an experienced operator. 

The legal speed limit for passenger 
cars is $0 miles an hour and for trucks 
from 12 to 24 miles an hour, depending 
upon the weight and whether or not 
they are equipped with pneumatic or 
solid tires. 


Size and Weight of Vehicles 


The weight limitation for motor 
trucks fixed by law in the different 
states has led to confusion and a prej- 
udice against motor trucks. This was 
largely due to the engineers, motor 
truck interests, and other business in- 
terests agreeing upon a limit of weight 
for the whole state rather than fixing a 
limit of weight for different classes of 
highways; for example, terminal high- 
ways, through-route highways, and 
feeders of through-route highways, 
etc., state highways, extending several 
miles outside a large center of popula- 
tion connecting with another large 
center of population or an industrial 
center, are similar to heavy traffic city 
streets and they should be built to carry 
loads of a greater weight than the main 
highways traversing outlying sections 
of the state. Likewise, main highways 
traversing outlying sections of the state 
should be built to carry heavier loads 
than the secondary highways, ete. In 
other words, instead of making a law 
permitting vehicles of a maximum 
weight to travel over every highway m 
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the state, the law should be made with 
a view to fixing the maximum weight on 
different classes of highways. 

This might be termed “the economic 
motor truck load for state highways.” 
For example, where there is consider- 
able business that can be carried 
economically by the heavier trucks, it 
would pay to build the road to carry 
the heavier loads, but there is no 
justification for building all of the 
roads to carry the heaviest loads just 
for the sake of accommodating one 
business concern or an occasional maxi- 
mum. weight load. 

All of the roads, however, should be 
built to carry passenger traffic and 
medium and light truck traffic. As a 
matter of fact, the truck traffic today 
really divides itself into this suggested 
classification of weight limitations. 
On the heaviest truck traffic road in 
Pennsylvania, which is a terminal high- 
way, less than two per cent of the num- 
ber of truck loads are over 24,000 
pounds. The truck traffic is only ten 
per cent of the total traffic. Therefore, 
the number of loads over 24,000 pounds 
on this terminal highway is only about 
two-tenths of one per cent of the total 
traffic. On a main north and south 
highway connecting New York State 
with Pennsylvania, the loads over 
24,000 pounds are only two hundredths 
of one per cent of the total traffic. 
Bear in mind that one of these roads 
falls into the terminal area state high- 
way class and the other in the main 
state highway class, both of which I am 
advocating should be built to carry 
future heavy motor truck traffic. It is 
the class of highways where the indica- 
tions point to no necessity whatever 
for building them for the heaviest 
motor truck traffic that I am advo- 
cating should be built to carry only 
light and medium truck traffic as well 
as the passenger traffic. All highways, 
however, should be built so that what- 


ever money is put into them will not 
be wasted but will be part of the cost 
of the future construction of the high- 
way. This makes it very important 
to make studies with respect to the 
probable future traffic before anything 
is done on any highway. 

The long and short of this brief dis- 
cussion on the weight of vehicles is that 
the roads should be built to carry the 


maximum truck load that can be justi- 


fied from an economic standpoint, but 
it is evident that the maximum truck 
loads can only compete with the rail- 
roads within a limited area. There- 
fore, it is obvious that the blanket 
limitation such as exists in the laws of 
most of the states now providing for a 
maximum weight truck load for all 
roads throughout the whole state, is not 
sound. 

Under the present laws of Pennsyl- 
vania the size of motor vehicles is re- 
stricted, the maximum weight of a 
truck being 26,000 pounds with 19,500 
pounds the maximum legal weight on 
any axle and 800 pounds per inch width 
of tire, the maximum weight on any 
wheel. . 


Public Information and Service 
The schedule for applying the bitumi- 


nous surface treatments and oiling on ` 


the different roads is broadcast by radio 


.and is sent to hotels, garages, etc., 


throughout the state for the informa- 
tion of the traveling public. 

(1. Detour Information.) As an aid 
to tourist travel the department pub- 
lishes each week during the construc- 
tion season a detour map which is 
broadcast all over the state and sent to 
hotels, garages, ete., also in neighboring 
states, showing the location and giving 
the latest information in connection 
with all detours. 

(2. Tourist Guide.) The depart- 
ment publishes a tourist guide giving 
all the desirable information relative to 
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the scenic highways, summer -esorts, 
camping sites, etc. 


Historical Site and Information 
Signs 

Signs are erected calling attertion to 
all important historical sites and where 
highway routes pass rivers and sireams, 
signs are placed giving the name and 
other pertinent information. Signs 
are also erected on either side of bor- 
oughs and small communities through 
which highway routes pass stat.ng the 
name and date of incorporation. Signs 
giving altitude are placed on al sum- 
mits on the mountain highway 
routes. It is the policy of the depart- 
ment to erect information signs at all 
locations of interest to the travelling 
public. 
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Camping Sites 

Provision has been made for camping 
facilities for tourists along some of the 
main traveled routes. 


Aisthetic, Considerations 

(1. Planting of trees and grass.) 
The Department of Highways co- 
operates with the State Department of 
Forestry in the planting of shade trees 
along state highway routes, and with 
the State Department of Agriculture in 
planting grasses on unstable slopes. 

(2. Vistas.) It is the policy to 
widen the roads to arrange for vehicles 
at locations on highway routes where 
there is an opportunity for an unusual 
view. In many such locations a vista 
is arranged for by trimming the 
branches of the trees to provide for an 
unobstructed view. 


Highway Transportation 


By J. Gorpow McKay, Pa.D. 
Chief, Division of Highway Economics, U. 8. Bureau of Public Roads 


IGHWAY transportation deals 
with the movement of persons 
and goods over the highway, and con- 
cerns the instruments of transpor-ation, 
the highway and the vehicle, as well as 
the services rendered by these trans- 
portation instruments. The hizhway 
and the vehicle are means to an end, 
the production of highway transpor- 
tation services. 

The United States Bureau of Public 
Roads, in co-operation with several state 
highway departments, is conducting a 
series of highway transportation sur- 
veys to determine the fundamental 
facts and principles of highway trans- 
portation to guide highway engineers 
in the economic planning and construc- 
tion of highway systems to serve 
present and future traflic needs. 


The principal purposes of these sur- 
veys are as follows: 


1. Highway administration and engi- 
neering data 

1. To determine daily, seasonal and 
yearly traffic flow and distribution on 
state highway systems. (See chart on 
page 128.) 

2. To estimate future traffic on state 
highway systems. 

8. To determine the relation of 
traffic density to the factors responsible 
for the growth of traffic, such as motor 
vehicle registration, production and 
population. 

4. To classify highways as indus- 
trial, high, medium, or low-type traffic 
routes based on (a) passenger car and 
motor truck density and (b) motor 
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truck capacities, gross loads and wheel 
loads. 

5. To determine the maximum load- 
ing and frequency of critical loads on 
the highways as an index of pavement 
width and design requirements, and to 
establish factors of highway traffic 
width and design for highways con- 
tiguous to large centers of population. 

6. To measure the effect of conges- 
tion at intersections and “bottle necks” 
upon the rate of traffic flow. 

7. To estimate the extent to which 
the improvement of old or the opening 
of new traffic routes is economically 
justified. 

8. To correlate traffic loads and 
density on the highways with highway 
construction and maintenance costs. 

9. To determine the type and volume 


of traffic on the highway as an index to 
the allocation of highway construction 
and maintenance funds. 

10. To determine the distribution of 
motor truck loads and the amount and 
frequency of motor truck overloading. 

11. To compare the cost of various 
types of highway improvements such 
as relocations, grade reductions, elim- 
ination of grade crossings (both rail and 
highway) with the estimated saving in 
transportation costs resulting from such 
improvements. 

1%. To compare the earning value of 
the state highway system (based on 
passenger miles and freight ton miles) 
with the present worth of the highway 
system using replacement value minus 
depreciation as the basis of computing 
present worth. 
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2. Highway economic data 


1. To obtain highway transporta- 
tion information concerning the volume 
of tonnage shipped by motor truck, 
marketing methods, and the relation of 
highway transportation to other types 
of transportation. 

2. To determine the mileage zones 
of motor truck haulage and the rela- 
tion of the type of commodity hauled 
to such zones. 

8. To determine the net tonaage of 
freight transported by commercial 
trucking companies. 

4. To determine the situs of owner- 
ship of passenger cars and motor 
trucks operating over the highway 
systems. 

5. To estimate the value of motor 
truck net tonnage hauled over the 
highway systems. 

6. To determine the type o? origin 
and destination as well as the origin 
and destination of net tonnage of com- 
modities transported by motar truck 
over the highway systems. 

7. To obtain information corcerning 
the relation of motor truck transporta- 
tion to other methods of transporta- 
tion, particularly as to comretition, 
rates, operating schedules and delivery 
time in the short, middle distance and 
long haul mileage zones. 

8. To obtain data concernirg haul- 
age practices of motor truck operators 
and the volume of tonnage trar sported 
by motor truck between varioas cities 
and areas of value to governmental 
agencies charged with the regulation 
and control of highway transpcrtation. 

9. To estimate passenger car busi- 
ness and non-business usage of high- 
ways. 

10. To determine the propcrtion of 
farm traffic on the highways. 

In 1900 highway transportation was 
a local movement consisting almost 
exclusively of horse-drawn vehicles. 
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In 1899, 3,897 motor vehicles were 
manufactured in the United States; in 
1928 the number of vehicles produced 
increased to 3,938,206. The rapid 
growth in motor vehicle registration in 
the United States is an index of the 
present significance of highway trans- 
portation. Registration of motor ve- 
hicles increased from 1,258,000 in 1913 
to 15,127,000 in 1928, an increase of 
approximately 1,200 per cent. High- 
way traffic increased 47 per cent in 
California from 1920 to 192% and 48.8 
per cent in Connecticut during the same 
period. 


Variery of Nerens Mer BY TRUCK 


The wide variation betweer the size 
of traffic units on different roads, with 
large truck capacities and heavy loads 
on some highways and small truck 
capacities and light loads on others, 
clearly indicates the necessity for differ- 
ent types of highway construction and 
design to serve present and future 
traffic needs on different routes. A 
highway on which 20 per cent of the 
trucks are 5—74 tons capacity requires 
a heavier and more substantiel type of 
improvement than a highway on which 
there are no truck capacities larger 
than 24 tons. Over 20 per cent of the 
truck traffic on the Lincoln Highway 
between Philadelphia and Ardmore, 
Pennsylvania, is 5-74 ton trucks, while 
on the Erie—Meadville, Pennsylvania, 
highway 86.2 per cent of the trucks are 
i-l} ton capacities with no trucks ex- 
ceeding 4 tons capacity. 

The average passenger car trip in 
Connecticut is 46.6 miles; 35 per cent 
of the passenger car traffic is 2 business 
movement. Of the total vehicles on 
the highway but a small percentage are 
farm owned vehicles: 5.4 per cent in 
Maine and Pennsylvania. 

Truck transportation on the Connect- 
icut highway system contains an im- 
portant element of interstate commerce. 
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Less than 50 per cent of the total truck 
ton mileage on the Connecticut high- 
way system consists of trucks operating 
entirely within the state of Connecti- 
cut, and 18.8 per cent consists of 
movements whose origin and destina- 
tion are points outside the state of 
Connecticut. 

The motor truck is used to transport 
every conceivable type of commodity, 
perishables and non-perishables; solids, 
liquids and gases; light weight and 
heavy commodities; commodities of 
low value such as refuse and junk; and 
commodities of high value as silks and 
silverware. On the Connecticut high- 
way 74.5 per cent of the net tonnage is 
manufactured products and 7.4 per 
cent products of agriculture. In Cali- 
fornia 48.5 per cent is manufactured 
products and 28 per cent products of 
agriculture. 


PrREcHNTaGH or Truck AND TRAIN 
Costs 


Although $50 different commodities 
were transported by motor trucks in 
Connecticut, it was found that 19 
commodities made up 50 per cent of 
the total tonnage, and between 30 and 
40 per cent of the total was consump- 
tion goods. 

The significance of the motor truck 
in the distribution of goods is indicated 
by the fact that over one-third of the 
total trucks in Pennsylvania originate 
and terminate at retail and wholesale 
establishments. 

The net ton mileage of motor freight 
transported over the Connecticut state 
highway system during the year period 
from September, 192%, to September, 
1923, was approximately 88,000,000 ton 
miles. Average railway receipts for the 
period 1920-1922 were 1.16 cents per 
ton mile. On this basis the cost of 
transporting this tonnage by rail would 
have been $1,020,800. Since motor 
freight consists of a large proportion of 
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higher classification freight than rail- 
road freight, the actual costs to ship 
the above tonnage by rail would be 
considerably higher. 

The total passenger miles over the 
Connecticut state highway system for 
the same period was approximately 
1,489,000,000. Average railway re- 
ceipts per passenger mile for the period 
1920 to 1922 were 2.94 cents per passen- 
ger mile. Using average receipts per 
passenger mile and applying them to 
highway passenger mileage, the costto 
the traveling public if traveled by rail 
would have been $42,806,600. All this 
traffic would not move by rail, but on 
the other hand 2.94 cents per passenger 
mile is only 7.85 cents per passenger 
car mile, which is a very conservative 
estimate of the passenger car operating 
costs per car mile. Using average rail- 
way receipts per ton mile and passenger 
mile as a basis of calculation, the total 
cost of highway transportation over 
the Connecticut highway system from 
September, 1922, to September, 1928, 
was $43,327,000. 

Railway charges for maintenance of 
ways and structures from 1911 to 1922 
were 18.3 per cent of operating income. 
Applying this same ratio to highway 
transportation in Connecticut the an- 
nual earnings of the highway system 
for the year period were $5,762,000. 
The present worth (replacement value) 
of the Connecticut state highway sys- 
tem has been estimated at $30,000,000 
exclusive of right of way. On the basis 
of this valuation the Connecticut state 
highway system earned an annual re- 
turn of 19.2 per cent for highway 
service. 


Reautatina Moror Truck Trans- 
PORTATION 


The efficient handling of freight at 
both ends of the railroad “line haul” is 
but one of the important fields of mo- 
tor truck transportation. The com- 
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plete haul by motor truck between 
points of origin and destination, usl- 
ally 80 miles or less, has developed into 
an important industry with a far 


reaching effect upon processes of dis- ` 


tribution and our economic life. Motor 
truck service is usually a complete 
movement from a shipping platform to 
the receiving platform of the consignee 
without reloading or transfer. For 
goods requiring rapid delivery such as 
perishable food products, meats, bread 
and bakery goods, commodities of high 
value on which insurance and interest 
on capital invested during the period 
of shipment is an important factor, and 
for goods requiring rapid movement or 
delivery at a specified time, this service 
is especially valuable. 

In general, motor truck transporta- 
tion of freight in Pennsylvania and 
New England is primarily a short haul, 
non-competitive movement. Motor 
trucking companies are loosely organ- 
ized, the competition between truckers 
is sharp and rates fluctuate rapidly. 
The recent trend indicates a gradual 
growth of larger and better organized 
companies which will ultimately insure 
stability of rates and service. 

Regulation of commercial motor 
transportation companies is essential to 
the economic development of this new 
type of transportation. The unfair 
competition and practices of the irregu- 
lar, “itinerant” operator are detri- 
mental to the operation of reliable 
companies. 

Regulation of commercial trucking 
companies franchised to serve a given 
trade territory will result m better 
service, stabilize the rate structure and 
insure a reasonable rate of return to 
operating companies. The primary 
reason for the motor truck transporta- 
tion of freight is rapid and efficient 
service. The rate charged for haulage 
is second in importance to prompt and 
reliable service. 
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The principal fields of operation of 
the motor truck in the transportation 
of freight in the order of their impor- 
tance are as follows: 

1. Organized urban motor truck 
transpoztation of freight in congested 
terminal areas consisting of terminal to 
terminal transfers as well as pick-up 
and delivery service. 

The congestion of incoming and out- 
bound freight will be reduced, freight 
cars un_oaded more rapidly and more 
efficiently utilized in the line haul of 
freight; and the incoming and out- 
bound L. C. L. freight will move more 
rapidly. 

2, Organized motor truck freight 
service supplementing existing rail and 
water service, This service is of two 
kinds. First the extension of freight 
service into districts without rail or 
water facilities or with inadequate serv- 
ice. This development is especially 
desirable to stimulate the growth of 
new trade areas. Second, the develop- 
ment of combination motor truck and 
rail transportation of L. C. L. freight. 
The development of this type of trans- 
portation is well illustrated by the 
Pennsy-vania MRailroad’s transporta- 
tion of L. C. L. freight by motor truck 
on divisions where passenger and 
freight train movement is congested 
and the transfer of L. C. L. freight to 
motor truck lines increases the effi- 
ciency of train and freight movement. 
The basis of the development of motor 
truck transportation by the Pennsyl- 
vania Hailroad is twofold. First, the 
prompt and reliable movement of L. 
C. L. freight; and second, increasing 
safety in train operation on heavy 
traffic divisions by partial elimination 
of “peddler” trains and steam cross- 
overs against the traffic. 

8. The short haul transportation of 
freight primarily within the short haul 
trucking zone of 80 miles or less. The 
bulk of highway transportation of 
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freight is transported within this 
zone. 

4, The long distance motor truck 
transportation of a few special com- 
modities, such as household goods, in 
which rapid delivery and savings in 
packing and crating costs justifies the 
movement. The net tonnage trans- 
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ported by motor truck in the longhaul- 
zone is not important and it is doubtful 
if it will ever develop into a significant 
movement. The trend during the past 
two years in the New England territory 
has been to shorten rather than 
lengthen the haul of motor trucks in 
the transportation of freight. 


Highway Location 


By W. W. Crossy 
Location Engineer, Department of Highways, Commonwealth of Pennsylvania 


OME of the peculiarities of Boston 

streets have been attributed to 
their having been developed from paths 
through the woods located by cows, 
just as many of our country roads 
follow old game trails, but it would 
hardly be fair to say that our public 
highways have generally been located 
so unscientifically. On the other hand 
it is a fact that most public roads, 
except perhaps for those highways 
built in the Napoleonic and Roman 
eras, have been located on the bases 
of selfish and political interests. 


GrowrH or Pustec Roap System 


The first settlers connected their 
dwellings with paths which have be- 
come streets. The first settlements 
tied themselves together with roads 
which have become main highways. 
As the settlements pushed westward 
and the country generally became more 
thickly occupied, the growth of the 
road system proceeded mainly on the 
same basis. Connections were made 
between individuals or small groups 
of individuals in their interests and 
for the means of locomotion then 
available, that is, successively for 
pedestrians, horse-back riders and slow- 
moving, animal-drawn vehicles. Rel- 
atively little change in the original 
routes cleared through the forests, or 


marked across the plains toward fea- 
sible crossing of the streams, took 
place between the first use of the route 
as a foot path and the later improve-. 
ment and use of the route as a road- 
way. With the establishment of the 
routes came the settlement of the 
lands along them and thus the further 
determination of the location of the 
existing roads. 

Possibly an exception to the fore- 
going brief general statement should 
be noted. Some of the roads connect- 
ing settlements were built as toll- 
roads and in these cases usually the 
rudiments of scientific location were 
evidenced by such charter require- 
ments as limited the length, breadth 
or grades. 

As the importance of means of inter- 
communication particularly between 
centers of population increased, sci- 
entific considerations entered more and 
more to influence the lines and grades 
of roads, And as the communities or- 
ganized into states and the Nation 
itself began to recognize the commu- 
nity of interest in the public.roads and 
to assume the responsibility for at 
least the main roads, location ques- 
tions began to crystallize in forms 
similar, in some ways at least, to those 
of the present time. 

Originally the interest and respon- 
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sibility laid with a few incividuals. 
That individual interest still remains 
and always will persist. But as the 
individual interest in other matters 
inevitably became subsidiary to the 
community interest, so the lozation of 
the highways from house to house and 
along property lines, where each owner 
gave one-half the right of wey neces- 
sary for the road, or, in order to avoid 
damage to an individual farm land, 
the road location was detoured through 
less valuable land, that location became 
a matter in which a far larger number 
of people were vitally intereszed than 
those simply owning the land or living 
directly on the roadside. 

The defective locations from the 
larger point of view of some of these 
older roads impelled communities or 
states to construct new roads more 
directly located and thus of greater 
general public convenience ard value. 
After the union of the separate states, 
the more general interest in zhe pub- 
lic highway was evidenced by the 
improvement of interstate rcads and 
indeed by provisions through the 
national Congress for national roads. 
In these broader conceptions some of 
the primary features of highway loca- 
tion have been manifest. For -nstance, 
in the Act of Congress in 1806 a 
national highway was ordered sur- 
veyed and built from Cumbecland on 
the Potomac River, at the heed of the 
canal from Atlantic tide water, to 
Wheeling on the Ohio River, zhen the 
head of navigation down the Ohio and 
the Mississippi to the Gulf of Mexico. 
In this act it was provided zhat the 
road should have no grades exceeding 
five degrees from the horizontal. 

When the development of the pub- 
lic roads of the United States—more 
particularly perhaps, that of the more 
important or through roads, that is, 
roads of considerable length connect- 
ing important centers relatively far 
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apart or interstate roads—was inter- 
rupted by the discoveries ani develop- 
ments of steam railroad construction, 
the broader conceptions as to the loea- 
tion of highways wilted and prac- 
tically became dormant. The growth 
of the public road system went on, 
but the matter of location reverted to 
the bases of local or individual inter- 
est, and of politics. 


Tas Now NEED ror Screnriric 
Roap Location 


About thirty years ago there sprang 
up in some of the more progressive 
states a general public desire for better 
road surfaces, and modern highway 
work was begun in this country. By 
that time the public road systems of 
most of the states had grown to reach 
mileage figures, most of them un- 
wieldy and to some extent unneces- 
sarily high. To satisfy the demands 
for “all the year roads” required large 
expenditures, according to the ideas o? 
the times, and it soon became gen- 
erally accepted that a selection from 
the existing mileage would Lave to be 
made to keep within the means of the 
state and to produce the results 
needed. So the problem of selection 
became evidently a primary problem 
of highway location, in the broader 
sense, and it opened wide the door for 
political influence. 

Naturally every inhabitant of the 
country wanted the improved roads to 
convenience him, and, equally, every 
community wanted the main highway 
to serve it. In the earlier stages of the 
legislation the acts were ccnfined to 
the improvement of the existing roads, 
and the state authorities, to whom the 
administration of the law and the 
execution of the work was delegated, 
were given little, if any, opportu- 
nities to consider and effect changes of 
existing highway locations w-th a view 
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to improvements in them for the gen- 
eral benefit. 

In some of the states the initiative 
for the selection of the roadways to be 
improved was left with the local or 
county authorities, and where the 
local or county interest did not accord 
with the more general public interest 
a deadlock might result. In some 
other states the legislature provided 
commissions for the selection of lim- 
ited mileages of the existing public 
roads, which selected roads were to be 
improved by the states, but no pro- 
vision was made for the consideration 
of new locations. In other states, of 
which possibly the most noted exam- 
ples are New York and Pennsylvania, 
the selections from the existing public 
roads were made by the legislators 
themselves. In Pennsylvania, out of 
some 85,000 miles of existing public 
roads in the state, the legislature 
selected approximately 11,000 as the 
state highway system to be “taken 
over by the State Highway Depart- 
ment from the several ‘counties or 
townships of the state” and when so 
taken over “to be constructed, im- 
proved and maintained by the State 
Highway Department at the expense 
of the Commonwealth.” The Penn- 
sylvania legislature provided this “sys- 
tem of state highways” should form 
and be “much traveled roads or routes 
between the county seats of the sev- 
‘eral counties of the Commonwealth and 
much traveled roads or routes leading 
to the state line and between prin- 
cipal cities, boroughs and towns” and 
then “more particularly described and 
defined” them by numbers, by termini 
for each numbered route, and by vil- 
lages, settlements, boroughs, towns or 
other identifying and recognizable 
points through which each route should 
pass between its termini. 

It can be readily appreciated from 
the foregoing that the opportunities 
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for and the probabilities of selfish and 
political influence seriously affected 
the selection,—that is, the location— 
of the routes of the state highway 
system established in this way. Asa 
matter of fact many more routes were 
proposed than were established by the 
act and compromises in the legislature 
were numerous. 

In these states, since the original 
establishment of the state highway 
system, those dissatisfied with it have 
with more or less success continuously 
attempted to modify or to add to the 
original selection (or location) by addi- 
tional routes similarly described. In 
the legislative session of New York 
state this last winter the political influ- 
ence for modification of the existing 
state highway system succeeded in 
passing an act through legislature 
which was vetoed by Governor Smith, 
and his veto message embraced the 
following phrases in comment on the 
legislative act. He referred to the 
addition of modified routings as “laid 
out as a matter of political favor” and 


as comprising “dead end roads,” 
“parallel roads,” “roads in sparsely 
settled sections.” He further ex- 


pressed himself to the effect that road 
location was “not a legislative func- 
tion” but that it was “administrative 
and best carried out by the state’s 
engineers.” 

Commenting on and supporting 
Governor Smith’s action the Engineer- 
ing-News Record for May 15, 1924, 
said editorially in regard to road loca- 
tion that “‘only trained officials may 
assume to undertake the solution.” 

Here we have, for the first time per- 
haps, clear recognition by high au- 
thorities of the scientific basis on which 
road location—which, of course, in- 
volves selection—should rest. 

Another state nearly twenty years 
ago approached her location problem, 
—that is, the selection of a limited 
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mileage from the total mileage of pub- 
lic roads in the state,—by the legisla- 
tive creation of a commission author- 
ized and directed “‘to select such a 
system of main market roads in and 
throughout the state as could reason- 
ably be expected to be improved with 
the funds provided”—#5,000,000. 
Again note the limitation by the word 
“selection” to the then located roads 
and the absence of even any sugges- 
tion, to say nothing of authority, for 
revising the existing locations from 
scientific standpoints. In spite of the 
fact that the average cost of road im- 
provement per mile in the state to that 
time had been kept down to $8,000 
per mile, the commission, composed of 
four professional politicians, two sci- 
entists and a business man, selected 
over 1,200 miles of the existing roads 
under the act. This was done by the 
politicians referred to, in spite of the 
protest of the scientists and the busi- 
ness man. 

The instances above cited are 
brought forward, not as horrible exam- 
ples, but as reasonably fair illustra- 
tions of how road location has up to 
the present time and generally been 
besed, as first stated, on other than 
scientific fundamentals. 


Waar Marxes a Hianway 


In the Pennsylvania law, however, 
appears the first real recognition of the 
fact that other bases than those of 
political and selfish interest may effect 
the location of highways. That law 
provides, in a section subsequent to 
those establishing in detail the num- 
bered routes, that the State Commis- 
sioner of Highways may change or 
divert the present location of the roads 
or routes of the state highway system 
whenever it shall appear to him that 
“any part or portion of a state highway 
as now defined and described” shall be 


“dangerous or inconvenient,” exces- 
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sively or unreasonably expensive in 
construction and repair, “either by 
reason of grades, dangerous turns or 
other local conditions.” This was cer- 
tainly a step forward, even thouga 
official legal construction of the act 
itself has resulted, practically, in limit- 
ing the relocations found desirable tə 
stretches of the existing highway 
between points mentioned in the act 
locating the highway in question. 

The solutions of most of the prob- 
lems connected with road improve- 
ment tave been begun with the road 
surface. It has taken time and a gen- 
eral awakening of interest in the act 
to uncover the fundamentals and to 
expose them for examination and com- 
prehension in order to properly solve 
these problems for satisfactory super- 
ficial results. And it has required them 
and the development of the automo- 
bile to expose the problem of highway 
location in all its importance, to direct 
public interest toward the problem, and 
to set scientists and economists to 
work at comprehending it and estab- 
lishing theories and formulae for its 
solution. 

In relatively recent years the public 
has acquired some comprehension of 
city planning and some progress has 
been made in the science of it. Most 
cities have like Topsy “just growed” 
though one at least—our own national 
capitol—has developed along a well 
defined and preconceived plan. Buz 
all progressive cities have been brough: 
to considering possibilities for correct- 
ing through proper planning their de- 
fective lay-outs even at this late date, 
and wherever new cities or villages 
seem conceived to be born nowadays, 
plans for their development are pre- 
pared in advance. Similarly regional 
planning for areas around or adjacent 
to cities is attracting attention and 
being studied. The incentive in this 
latter matter is undoubtedly the auto- 
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mobile, with its increased radius of 
action for the transportation of both 
persons and goods. With the further 
development and improvement of the 
automobile, which is sure to come, 
will not this “regional planning” be 
extended to far greater areas or, at 
least, to embrace in the near future 
the connection of skillfully planned 
regions by suitably located highways? 

It is hardly to be expected that the 
old roads will entirely disappear in any 
event. It would be absurd for any 
man or any group of men now to at- 
tempt to impose on the map of Penn- 
sylvania a system of state highways 
aggregating ten or even twenty thou- 
sand miles in length, disregarding the 
existing roads and considering only the 
larger centers of activity for connec- 
tion and the topography of the country 
as the controls of the lines. Even 
should an apparently reasonable sys- 
tem be thus proposed, no one could 
say with confidence that such a system 
would continue to be satisfactory by 
the time it could be built. 

On the other hand every one knows 
from his own experience in traveling 
over the public roads that absurdities 
of location are constantly to be met. 
They vary from a little detour forced 
on the local traveler by the ramp, 
leading up into a farmer’s barn placed 
too near the road and thereby ob- 
structing to a greater or less extent 
public use of the road purely for the 
convenience of the individual, to the 
detour forced on the traveler over 
longer distances who has to go two or 
three miles further than should be 
necessary, because the public highway 
improved between two large termini 
swings off to one side for the benefit 
of some smail village or settlement, 
which latter contributes very little to 
the traffic on the through road. Or it 
may be that the truck carrying produce 
to market from a considerable dis- 
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tance has to consume excessive time 
and fuel in following the old road on 
bad locations with unnecessary grades 
that now’ are of no advantage to any 
one. 

The science and art of steam railroad 
location were exhaustively set forth in 
a monumental work ! many years ago. 
They have received the benefit of 
wide discussion and investigation since, 
with the progress naturally to be ex- 
pected. But the application of the con- 
clusions therefore cannot be applied to 
highway problems except in a most 
general way because of the great 
changes in the character of the motive 
power and vehicles. However, the 
problems of highway location are 
being recognized and, here and there, 
analyzed at last. 

The development of the automobile 
is largely responsible for a recognition 
of the importance of proper highway 
location. Solutions of location prob- 
lems will not be established before they 
are needed generally, and in some of 
the more progressive states circum- 
stances already compel attempts at the 
solutions of some problems by tenta- 
tive methods and formulae. 

The State Highway authorities of 
Pennsylvania are confronted with the 
responsibility and duty, under the leg- 
islative act before referred to, of ob- 
taining at least proper locations for the 
state highway system between the 
points fixed by the legislature, some of 
which are miles apart on any route. If 
now the route shall be, in the opinion 
of the State Secretary of Highways, of 
secondary importance, that is if it 
shall perhaps merely parallel and sup- 
plement a better, more popular, or, for 
some other reason, more important 
route between two main centers of 
population and shall not have been 
accepted as a section of the Federal 

1A. M. Wellington’s Economic Theory of Rail- 
way Location. 


Hienway Location 


Highway System established by acts 
of Congress, the existing roadway will 
determine the improved roadway un- 
less it can be demonstrated that the 
present lines and grades are dangerous 
and inconvenient to the bublic or 
would be excessively expenstve to im- 
prove, to maintain and to operate as a 
public highway. In the case of a pri- 
mary route,—that is, a route between 
important points which has been 
established as a section of tke Federal 
Highway System,—greater scrutiny 
must be given to the present location 
of the highway in order that the in- 
tent of the act and the duties of the 
department under it shall be fulfilled. 


ANALYZING TRAFFIC Conrnrrrons 


Directness of routes between termini 
is important and every poss_ble effort 
to avoid unnecessary length between 
the termini must be made by taking 
every profitable advantage of the 
topography. The speed of traffic 
nowadays, which the automobile has 
increased from an average figure of per- 
haps five miles an hour and a maximum 
of ten or twelve to an average figure of 
twenty-five miles an hour ard a max- 
imum of possibly fifty, must be care- 
fully regarded with a view tc prevent- 
ing accidents being causec by too 
sharp turns in the roadway or such 
obstacles to vision and speed as defec- 
tive location might brinz about. 
Again, while as the old saying goes, 
“the bale of a bucket is no longer lying 
down than standing up,” it is recog- 
nized that somewhere between the 
level grade and an allowable maximum 
the lines and grades of the roadway 
may vary with advantage to the road 
users. Generally no sign of recogni- 
tion of these principles is given by the 
old road locations, and it, ~herefore, 
becomes necessary in considaring the 
suitability of the old roadway to apply 
these principles in order to imsure that 
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improvement which will giv2 the great- 
est possiblesatisfactionto moderntrafiic. 

In order that excessiv2 expendi- 
tures may be avoided, if possible, and 
at the same time that sufficient ex- 
penditures for satisfactory results shall 
be made where necessary, it becomes 
imperative to know the amount and 
character of traffic using any section of 
highway under consideration for im- 
provement and as far as possible to 
estimate the proper changes in traffic 
over that section after the improve- 
ment shall have been made and during 
a reasonable period of expectation for 
the life of the improvement. 

From a knowledge and study of 
what the present traffic is on a main 
highway, of the developments existirg 
or apparently probable along the high- 
way, and of the character and circum- 
stances of the termini of the route 
comprising the particular raad in ques- 
tion, it is possible to estimate fairly 
accurately the needs, including those 
of location, for the section in question. 
From such a study and knowledge of 
existing conditions one can certainly 
better estimate at least what the 
probable needs will be within a rea- 
sonable period. A curve of increase in 
traffic generally can be plotted from 
the statistics to date, and its directian 
indicated with reasonable certainty, 
although prolongation of the curve in 
the indicated direction too far cannot 
now be safely made. As the traffic is 
resolved into its component parts, such 
as pure pleasure traffic, semi-business 
traffic, commercial traffic, trucking, 
etc., the greatest care must be used in 
projecting the separate curves, even 
when the limited information at hand 
makes their plotting to date possible. 


STUDIES OF PENNSYLVANIA HIGHWAY 
DEPARTMENT 

There is great need for further ir- 

vestigation on these lines. Realizing 
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this need, the Pennsylvania Highway 
Department is devoting a great deal of 
attention to investigations and studies 
of this character. Some information 
has been accumulated and some con- 
clusions tentatively reached. Those of 
the latter that are regularly used may 
be conservative, but it is believed they 
are at least safe. 

Let us suppose that the legislative 
act provides for a state highway run- 
ning northerly “from D to R by way 
of the town of E”; that this highway is 
of primary importance in the state 
system; that D is quite a sizable mar- 
ket and shipping center for a prosper- 
ous surrounding country as also is R; 
that F is a minor intermediate point 
without extraordinary characteristics. 
The old road runs from D to F about 
as directly as the topography will per- 
mit, but from F toward R wanders 
around behind some hills, over some 
others, and finally comes back to the 
direct line between D and R at the 
point B, having covered some ten 
miles of distance between D through F 
and around and back to B, from 
which point it runs on fairly directly 
to R, the legislative terminus of the 
route. 

In the preliminary surveying of the 
old existing road, it becomes evident 
that a much more direct and shorter 
line with better grades can be obtained 
from F to B by abandoning the old 
road beyond F and taking a new line 
for the state highway down the valley 
a couple of miles, at the maximum, to 
the east of the old road and rejoining 
the old road close to the point where it 
enters B. Estimating the cost of im- 
provement in either case and on a 
basis of similar results, of course, it is 
found that, owing to the easier grades, 
shorter length and other advantages 
of the new route, the first cost for im- 
provement will materially be reduced 
by the selection of the new location. 
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This in itself might mean to justify— 
in fact, to demand-——that the Secretary 
of Highways take the new location for 
the state highway, under the require- 
ments of the legislative act for economy 
in construction. But let us suppose 
that for some reason or other the esti- 
mated costs should be practically the 
same in either case. Naturally there 
will be opposition to the selection of 
the new route. For instance, the old 
road, as we may grant in this par- 
ticular case, leads through a well- 
developed and fairly thickly-settled, 
prosperous, farming community, while 
the proposed new line runs through 
woodland and undeveloped territory 
between F and B. But there is an- 
other important factor to be consid- 
ered, and that is the relative costs of 
traffic operations over either route. 
It develops that on this route we are 
discussing traffic counts have shown 
an average, between F and B, of 750 
passenger cars and 100 trucks per day. 
The life of the improvement proposed 
will be at least twenty years. At any 
rate that is within the life of the bonds 
by means of which the improvement 
is to be made, and the construction 
costs must be amortized within the 
period. If, as we have assumed, they 
will equal in each case we may neglect 
them in the comparison. The operat- 
ing costs,—that is, the known average 
annual cost per mile for state highway 
maintenance plus the actual cost per 
mile for operating the motor vehicles 
—will give the cost per mile to the 
public of either route. Double the 
actual number of the above counted 
vehicles must be taken, because experi- 
ence shows at least that increase in 
traffic is to be expected on any unim- 
proved section of the state highway 
system of Pennsylvania when its im- 
provement shall have been completed, 
and that this increase will certainly 
occur in ten years from the time of the 
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improvement if not usually much 
before that. 

The resulting comparison of opera- 
tion costs will show in twenty years an 
aggregate difference of between three 
and four million dollars in favor of the 
shorter and more direct line, and the 
decision as to which line should be 
selected by the Commissioner of High- 
ways is relieved of all uncertainty. 
There can be no question in such a 
case as this but that the public inter- 
est must take precedence over the 
local and individual interests and the 
shorter and more direct location for 
the primary state highway route be 
adopted. 

It is in this way that the problems 
of location in Pennsylvania are being 
approached. Few cases are as simple 
and as clearly solved as the one above 
stated, which is rather briefly described 
but really is an actual recent case. 
The department’s policy is to adhere 
to the old rights of way unless a reloca- 
tion is shown to be clearly advisable 
from economic or engineering bases. 
The economic arguments for reloca- 
tion must be clearly established by 
existing facts or those recognized as 
inevitable. The engineering bases for 
relocations are those brought up by 
the establishment of certain maximum 
grades (the Federal Government has 
placed a limit of 7 per cent as the max- 
imum grade acceptable on the roads 
receiving Federal aid, which means 
practically the entire primary system 
of the Pennsylvania state highway) 
and certain minimum radii for curves 
(the internationally agreed upon min- 
imum is a radius of fifty meters, but 
the Pennsylvania minimum sought is 
nearer twice this radius), together with 
the possibilities discoverable for the 
most direct and shortest line between 
the fixed points of the route. 

The surveys first made of the exist- 
ing highway reveal its defects from 
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these viewpoints as well as its advan- 
tages from other angles as a final loca- 
tion. The effort is first made, whea 
considering its improvement through 
the points mentioned in the legislative 
act describing it, to adjust the lines and 
grades of the existing roads to within 
the limits of acceptability for both and 
to estimate the cost of so doing. The 
possible alternatives securable by relo- 
cation are then carefully investigated 
and their costs estimated. The costs 
of operation based on the known 
traffic and the probable traffic within 
twenty years are then compared and 
in thet way an estimate is reached a3 
to how the general public interest ma;7 
be effected by different locations of th2 
roadway. When this shall have been 
done the effects of the different loca- 
tions under consideration, on th2 
locality and the individuals directl:, 
concerned, are carefully investigated. 
Usually there is little difficulty in hav- 
ing these interests presented for con- 
sideration, while the public interest, 
l.e., “the greatest good to the greatest 
number,” seldom has correspondinz 
advocates in evidence and usualy 
remains merely the obligation or dutz7 
of the Department and the Secretar 
of Higkways. 


Forurt GROWTH AND PROGRESS 

While in Pennsylvania progress is 
being made toward the scientific loca- 
tion of state highways, and it is be- 
lieved Pennsylvania leads and is much 
farther advanced on these lines than 
any other state, it is equally true that 
all are still “pioneering” along this 
line. The science of highway location 
is very young and immature. For 
instance, there is very little data reall 
established to prove what maximum 
grades should not be exceeded by state 
highways improved for the convenien: 
and economical operation of motoz 
trucks or passenger automobiles or a 
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combination of both. Some praise- 
worthy experimental work toward this 
end has been done by one or two indi- 
viduals and it is on the results of their 
work that the present conclusions are 
based, even though those experimenters 
admit the insufficiency of their data. 

It is impossible as yet to visualize 
very far ahead the probable develop- 
ments of automobile transportation 
and to plan with certainty for satis- 
faction for it ten years hence with 
road improvement work to be done 
now. Whether still heavier and larger 
loads are to be carried by super-trucks 
on the highways, or whether goods 
transportation over the highways will 
be done by trains of trailers with each 
unit of the train even within the max- 
imum load limits now prescribed, is a 
matter on which there is at present no 
general agreement of opinion and 
which probably depends largely, if not 
entirely, on the inventive genius of 
automobile engineers, whose offspring 
are not. yet cledrly indicated. Yet the 
plans of the highway engineers con- 
cerning road location will be materially 
affected as conclusions on these ques- 
tions shall be reached. 

At present only a small amount of 
the total traffic over the state highway 
system extends for more than fifty 
miles from the centers of population, 
but even this radius is considerably 
greater than it was a few years ago 
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and entirely different from the cor- 
responding figure before the advent of 
the automobile. As the automobile 
has developed the figure has increased, 
and so it may be expected to increase 
for both commercial and pleasure 
trafic. This enlarges the field for 
problems of highway location and in- 
creases their importance. 

Some states have profited materially 
by taking advantage of their natural 
scenery. Pennsylvania certainly is 
equipped to do so and probably the 
best opportunity for accomplishing 
this end is offered by the improvement 
of the stdte highway system. The 
economic and engineering problems are 
complicated by the psychological fac- 
tors thus introduced and to which it is 
difficult, at best, to assign arithmet- 
ical equivalents in the equations. 

The foregoing perhaps suggests 
rather than demonstrates the impor- 
tance of highway location, the com- 
plexities of its proper consideration, 
and the efforts of the Pennsylvania 
State Highway Department to keep at 
least abreast of the times in this 
feature of its work. It is hoped that 
the reader may be convinced at least 
that the Pennsylvania Highway De- 
partment has recognized the develop- 
ment of highway location problems 
proceeding from automobile develop- 
ment and is also making a sincere 
effort to solve them. 


Taxation of Motor Vehicles in the United States 


By James W. FOLLIN ; 
Research Engineer, Department of Highways, Commonwealth of Pennsylvania? 


I. Movus oF TAXATION 


EDERAL, state and, in some in- 
stances, municipal governments 
levy taxes on motor vehicles. The 
combined taxes in 1928 totalled nearly 
500,000,000, and were roughly in the 
proportion of 38 per cent Federal, 64 
per cent state, and 3 per cent munici- 
pal. The following is an analysis of 
the 1923 taxes: 


. Exass Tax 
CATS ww ee ee 5% of selling price 
Commercial vehicles. ..... So," " ç “ 


5% it s at 
OccupationaL Tax on Motor VEHICLES 
CARRYING PASSENGERS For HIRE 
Seating capacity over 2, but not morethan7 #10 
Seating capacity over 7..........00005- £0 

During the past five-year period, the 
receipts from Federal taxes have ex- 
ceeded $600,000,000, and have aver- 
aged $120,000,000 a year. 


Moror Vexuicis Taxes my 1923 


Federal* 

Passenger CAP cc fue ocs wy teteceh wees e eia Oe Raz ee Wes $106,280,284 

Commercial vehicle... 2.0.0... ccc cece eee e ee tree nee 10,908,777 

Parts, tires and accessories... .. a.o oo cece ce ce cee eee O rs tae 38,610,844 

Vehicles for hite.. corce Late e aa edo f44ed- ve Manes 1,907,400 
157,707,255 

State ? 
Registration fees, including: 

Drivers heontés urr gs ie haa: Curre OEO awe eee hs aea $188,970,982 

Gasoline taxes. cuoco nesssova da Grrr? BAERS ees pe a 86,813,840 

Personal property taxes.. .. 75,000,000 
300,784,932 

Municipal 4 

Molor VENICIES > AS yo el acu Le SV ya ke A tesa A ea aaa Mewantes sake 18,079,210 
Grand totals essien urunane aa sowed bine TN A Sheu aarti . $471,571,357 


Figures taken principally from 1924 
edition of “Facts and Figures of the 
- Automobile Industry” of the National 
Automobile Chamber of Commerce. 


H. EDERAL TAXATION 


On January 1, 1924, the following 
Federal taxes were operative: 


i The author was aided in the preparation of 
this article by his assistant, Claude M. Stroup. 

2 Source, Internal Revenue Bureau, U. S. 
Treasury Department. 

2 Source, Bureau of Public Roada, U. S. De- 
partment of Agriculture. 

41 Source, Compilation by National Automo- 
bile Chamber of Commerce from reports by City 
Treasurers, and does not include property taxes 
on the garage or local or state taxes levied on re- 
tail business. 


These Federal motor vehicle taxes 
have constituted an increasing per- 
centage of the total receipts from inter- 
nal revenue, being over 5 per cent of the 
total in 1928, and have more than sup- 
ported Federal aid to the states for 
road construction. 


IO. Stare Taxation § 

State tax levies on motor vehicles 
may be divided into three general 
classes: registrations, taxes on motor 
fuels, and personal property taxes. 

5 A complete digest of State Laws, in force on 
January 1, 1924, is available in the 1924 edition 
of “Special Taxation for Motor Vehicles,” pub- 


lished by the Motor Vehicle Conference Com- 
mittee, 866 Madison Avenue, New York City. 
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Fepmrat Motor Venice Excise Taxes 


Automobile Other Automo- 
Calendar Year Trucks and biles and Motor- Total 
Wagons cycles 

DOLD soc Scded. no Ses $e 88,765,123 $52,860,810 $30,735,395 $92,380,828 

1920.42. (2h Bele Wie 15,184,594 85,128,863 50,944,562 149,207,519 

19Z@1... 0.2.00... 8,245,404 51,287,858 40,484,660 99,987,422 

1922.. 9,883,212 69,856,599 85,358,589 -114,793,400 

1923.. l.a asesssss 10,908,777 106,280,234 88,610,844 155,799,855 * 
$612,129,024 





* Does not include $1,907,400 Federal tax on motor vehicles for hire. 


Registrations 
Registrations include the following 
more or less distinct groups: 


Passenger motor vehicles 
Commercial motor vehicles 
Motorcycles 

Tractors 

Trailers 

Motor dealers 

Passenger carriers 
Property carriers 

Motor vehicle operators 
Registration of titles 

The bases for determining fees for 
the registration of passenger and com- 
mercial vehicles vary widely between 
the several states, and for a complete 
analysis of the subject, the reader is 
referred to other sources. The vari- 
ous state regulations have been sum- 
marized, however, in Appendices 1 and 
2 to this paper, reference to which will 
indicate that in the case of passenger 
motor vehicles, the most popular basis 
is the rated horse-power of the motor, 
and the weight of the vehicle as the 
second most widely used basis. With 
commercial motor vehicles, the carry- 
ing capacity is the predominating 
basis for the registration fee. 

8 See the article, “Motor Vehicle Fees and 
Gasoline Taxes,” by Henry R. Trumbower, 
Economist, U S. Bureau of Public Roads, in the 
September, 1924, issue of Public Roads, Vol. 
5, No. 7. 


Forty-two states use the calendar 
year as the registration year. All but 
two states, and the District of Colum- 
bia, grant periodic reductions in regis- 
tration fees when registration is made 
after a part of the registration year has 
expired. Two states grant a uniform 
reduction of one-twelfth per month. 
Exactly one-half of all the states reduce 
the registration fee to 50 per cent of the 
annual fee when six months of the reg- 
istration year have passed, while ten 
other states make such a reduction 
after seven months, six others after 
eight months, and four others after 
nine months. Full information in re- 
gard to reduction of fees is shown in 
Appendix 8. 

Reciprocity between states with re- 
gard to motor registration is effective 
in whole or in part with only seventeen 
states. Registration of non-residents 
is required after the following periods 
in the cases of the other states: 


UG 7, eee ek eee 2 states 

20 days.. 1 state 
1 month. ei, a es dees 7 states 
2 months....... .. 2... 5 states 
8 months. ........ Saux 14 states 
4months......... ..... 1 state 
6 months............... 2 states 


All but fourteen of the states license 
motor vehicle operators, usually on an 
annual basis, although in a few states; 
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the licenses are valid until cancelled. 
The original fee in some instances is 
greater than the annual renewal fee. 
Distinction is also made in some states 
between paid drivers and non-paid 
drivers, or, as it is frequently expressed, 
between operators for hire and not for 
hire. Several states now require exam- 
ination of applicants for license with 
regard to their knowledge of car opera- 
tion and motor laws and regulations. 
In Pennsylvania, for example, an appli- 
cant for license secures a learner’s per- 
mit, good for thirty days, which can be 
used if a licensed operator is in the car 
and in control of the car’s operation. 
An operator’s license is obtained if the 
applicant passes successfully the exam- 
ination given. A summary of the 
regulations of the several states is given 
in Appendix 4. 

With the exception of North Dakota, 
the several states regulate motor deal- 
ers through annual registration, charg- 
ing fees for car tags which in general are 
higher than those otherwise charged. 
The most common practice is to charge 
a fixed amount to cover a certain num- 
ber of sets of dealer’s tags and an addi- 
tional amount for each extra set of tags. 
The majority of states also differen- 
tiate between motor vehicle and motor- 
cycle dealers. 

Eleven states levy no taxes on prop- 
erty and passenger carriers as such; 
fifteen states levy such a tax on passen- 
ger carriers only, while eleven states 
place the same taxation on common 
carriers irrespective of what they carry. 
The remaining states levy varying 
taxes on these two types of common 
carriers. 


Motor Fuel Taxes 


Since 1919, a new form of levy 
against motor vehicles has gained rap- 
idly in popularity, namely, a tax on 
motor fuels, commonly referred to as 
the gasoline tax. Only two states 
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levied this tax in 1919, whereas in 1924, 
thirty-five states and the District of 
Columbia are collecting it. The re- 
ceipts in 1928 were $36,813,940, and it is 
expected that in 1924 over $50,000,000 
will be received. The levies on gaso- 
line range from one cent a gallon to 
four cents, with a concentration of 
states at a two-cent tax.” A detailed 
collection by states is set forth in Ap- 
pendix 5. 


Personal Property Taxes 


In thirty-five states and the Dis- 
trict of Columbia motor vehicles are 
taxed as personal property. In thir- 
teen states, they are not subject to such 
tax. The exact revenue secured is not 
definitely obtainable since it is mixed 
with personal property taxes in general, 
but on the basis of the value of the 
motor vehicles in the several states and 
the rates of taxation, estimates have 
been made of the amount.’ The rev- 
enue, moreover, is placed in the general 
funds of the states, counties or munic- 
ipalities rather than being made avail- 
able directly for highway work, as is 
the case of much of the revenue from 
other motor vehicle taxation. 


IV. Monicrean TAXATION 


Information with regard to the ex- 
tent and amount of municipal taxation 
of motor vehicles is meagre and only a 
general statement can be made. Ina 
number of states, the municipalities are 
permitted to impose local taxes on taxi- 
cabs and autobusses, but in only nine 
states may municipalities collect from 
privately owned and operated motor 


1 For a fuller discussion of this tax, the reader 
is referred to page 207, Vol. XIII, No. 4, April. 
1924, issue of the National Municipal Renew, and 
to page 1, Vol. 5, No. 7, September, 1924, issue 
of Public Roads. 

8 National Automobile Chamber of Commerce 
in “Facts and Figures,” 1924 edition, sets the 
figure at $75,000,000 for 1923. 
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vehicle taxes in addition to those im- 
posed by the state.® 

The only comprehensive information 
available on municipal taxation was 
obtained by the National Automobile 
Chamber of Commerce through a 
questionnaire sent to treasurers of 
municipalities of over 5,000 population. 
Out of 1,497 such municipalities, 597 
did not reply, but of the 900 (including 
most of the larger cities), which did 
reply, 560 reported no taxes and 840 
showed total receipts of $18,079,209, 


distributed as follows: 
Source Amount 
Motor cars ....... 0. ceeea ee $1,248,385 
Motor trucks.... . ... serria 218,580 
Busses............. 42,899 
Taxicabs........ aeea 6: 198,896 
Other common carriers ... 36,640 
Personal property.. ...... .. %,661,448 
Miscellaneous or unclassified.... 8,677,411 
$13,079,209 1° 


V. TREND or TAXATION 


From an annual revenue of $954 for 
New York State in 1901, the first state 
to levy a registration fee, the receipts 
from registration have progressively 
grown, as other states adopted registra- 
tion fees and motor vehicles increased, 
until, in 1928, $188,970,992 was col- 
lected. Per vehicle registered, the 
collections have increased from $3.20 
in 1909 to $12.50 in 1928. The tables 
in Appendix 6 and the accompanying 
chart indicate the trend of total regis- 
trations, total receipts and receipts per 
motor vehicle. The chart is drawn 
from information furnished in Ap- 
pendices 7 and § of total motor vehicle 
registrations and receipts arranged by 
states, and from which detailed infor- 


? See page 27, “Special Taxation for Motor 
Vehicles,” 1924 edition, Motor Vehicle Confer- 
ence Committee, 366 Madison Avenue, New 
York City. 

19 For detailed collections by states, see pages 
80 and 81, “Facts and Figures,” for 1924. 
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mation can be obtained with regard 
to a particular state. This informa- 
tion for each state is supplemented in 
Appendix 9 by the record of population 
per registered car from 1919 to 1923. 

“The increase in registration fees for 
commercial vehicles has been propor- 
tionately greater than for passenger 
cars.. The average registration fee 
charged in the various states for a 5-ton 
truck in 1914 was only $8.80; in 1921 
it had advanced to 896.52 and in 1924 
to $139.89. In Appendix 10, the aver- 
age rates for 1j-ton, 34-ton, and 5-ton 
trucks are compared, also the number 
of states are listed that charged fees 
within designated limits. 

Assuming an average travel of 6,000 
miles per registered motor vehicle in 
1923, the registration fees exacted by 
the various states imposed an average 
tax of 0.208 cents per vehicle-mile, 
the lowest rate being 0.080 cents and 
the highest 0.489 cents. Gasoline 
taxes imposed an average tax of .041 
cents per vehicle-mile, making the 
average combined state taxes per vehi- 
cle-mile, 0.249 cents. In Appendix 11, 
these average vehicle-mile taxes are 
listed by states. 

Revenue and registrations are ana- 
lyzed on the basis of population in Ap- 
pendix 12. Receipts from state regis- 
tration yielded only about eight cents 
per capita in 1918 and $1.70 in 1923. 
Adding the Federal excise taxes for 
1928, registration fees and Federal ex- 
cise taxes were $3.18 for 1928. Gaso- 
line tax receipts for 1928 add approxi- 
mately thirty cents per total United 
States population (or sixty centa per 
capita average for the thirty-five states 
where levied), while the estimate of 
state personal property taxes adds 
approximately seventy cents per total 
United States population, giving a 
grand total of over $4.00 per capita 
during 1923. 
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APPENDIX 4—Srate REGULATIONS ror Licensing or Moror OPERATORS 


Classified as to Whether Distinction Is Made Between Paid and Unpsid Operators. All Licenses 
on Annual Basis Except Where Noted. Amounts Shown Represent Annual License Fee 











No Distinction 
Between Drivers 






Non-Paid Drivers 


Original | Renewal 
Fee 





2.00 
None required | None required 


ity ti 





No registration of operators: Kansas, Mississippi, Nebraska, Nevada, New Mexico, North Carolina, 
North Dakota, Ohio, Oklahoma, South Carolina, South Dakota, Tennessee, Wisconsin, and Wyoming. 


1 Half fee for last half year. t Traction engine license also required—#2.00 
2 Motorcycle also required—@1.00 annually. annually. 
3 Motorcycle also required—@1.00 perpetual. 5 Half fee after August 1 for paid operators. 

£ Renewals biennially. 
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APPENDIX 6—Totat Morore Veme License Fees, Ymarty REGISTRATIONS, AND AVERAGE 
RECBIPTS PER VEHICLE, 1901-1928 1 





Average per 
Vehicle 



















































poaa E E E a E A tes eee 

1902. 

1908. 

1904 

1808. 

1906. 

1907.. 

1908. . e 

1909. 294,000 $3.20 

E910: rated mA ” 472,700 4.70 

1911. 677,000 3,067,475 5.85 

1912. 1,010,359 5,638,878 5.60 

1913 1,258,062 8,192,258 6.50 

1914. 1,711,889 | 12,382,081 7.20 

1915 2,445,666 | 18,245,711 7.45 

AGL ches e bike 3,512,996 | 25,865,369 7.35 

1917. ' 4,983,840 | 87,501,288 7.55 

1918. 6,146,617 | 51,477,419 8.85 

1919 . 7,566,446 | 64,697,255 8.55 

1920 . 9,231,941 | 102,546,212 11.10 

1921.. 10,463,295 | 122,478,654 11.70 

1922.. 12,238,875 | 152,047,828 12.50 

1923.. ‘ 15,092,177 | 188,970,992 12.50 
Total . 798,314,810 


CLASSIFICATION OF STATES ACCORDING TO AVERAGE Motor Venicte Revenues per VERICLE 





Number of States in Each Class 
Average Revenues per Vehicle 





1918 |1914 4} 1915 | 1916 | 1917 | 1918 | 1919 | 1920 | 1921 | 1922 | 1923 


amenan § Reger | ie M 


eases 


eee ene 


ea earner en eee renee 


1 Includes District of Columbia. 

2 These receipts do not include any gasoline taxes. 

tOn account of the Supreme Court declaring the licensing law unconstitutional, no revenues 
. were reported for Michigan, 


~—~(From Public Roads, Vol. 5, No. 7, September 1924, Motor Vehicle Fees and Gasoline Taxes by 
Henry R. Trumbower, Economist, U. S. Bureau of Public Roads) 
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APPENDIX 9—Parsons Per REGISTERED Car, 1919-1923 





1919 | 1920 | 1921 ' 1922 | 1928 3tate 


State 





1919 | 1920 | 1921 | 1922 | 1923 
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APPENDIX 10—Avenaas License Fers ror 114-Ton, 314-Ton, anv 5-Ton Trucks! 





Capacity of Truck 





Noumea oy Strares Cuaraina Various Avenace License Fees ron Taree Sizes or Moron 
Trooxs, 1914, 1921, anp 1924 


1}¥-ton $)%-ton §-ton 





Average Fees 





1914 | 1921 | 1924 | 1914 | 1921 | 1924 | 1914 | 1921 | 1924 


eT a —— | is 


Less than $10. .. ....... | 88 4 
@10-819...... .. ee he <= || “AR 7 
$20-829.... : mt 1 17 
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—(From Public Roads, Vol. 5, No. 7, September 1924, “Motor Vehicle Fees and Gasoline Taxes” by 
Henry R. Trumbower, Economist, U. S. Bureau of Public Roads) 


APPENDIX 11—lLicensy Fans AND GASOLINAS Taxes per Venicur-Mite BASED on AVERAGE 
Travar or 6,000 Mres, 1923 








Alabama. 

Arizona... 
Arkansas.. 
California. 
Colorado....... 
Connecticut .... 


eee 
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e. eevee 
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wae ee 


Kansas... .. .... 
Kentucky... 
Louisiana 
Maine. . 
Maryland. . 
Massachusetts 
Michigan . 
Minnesota . 
Mississippi. . 
Missouri... 


see ee 


see tee 
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ws err 


vaevoree 


North Carolina 
North Dakota... 
Ohio .... 
Oklahoma . 
Oregon. 
Pennsylvania 
Rhode Island 
South Carolina 
South Dakota 
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wee 8 ew 


eee s 


West Virginis 
Wisconsin.. 
Wyoming.... 
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Average 
License 
Fee per 
Vehicle- 
Mile 


Cents 
0.203 
095 
211 
. 160 
.099 
.397 
287 
.080 
215 
207 
244 
167 
.105 
.258 
152 
225 
267 
255 
848 
242 
-239 
272 
17% 
.140 
. 165 
.195 
.1683 
439 
.296 
.153 
274 
252 
116 
16] 
175 
408 
-253 
.281 
-118 
148 
-197 
132 
. 120 
. 296 
244 
252 
276 
181 
.178 


Average Com- 

Gasoline bined 
Tax per | Taxes per 

Vehicle- | Vehicle- 

Mile} Mile 

Cents Cents 
0.149 0.352 
.160 255 
178 . 880 
.088 .198 
.O75 174 
O81 478 
.049 -336 
ieee .080 
- 180 895 
144 361 
106 350 
PEE .167 
.083 . 188 
-258 
Fers . 152 
„05T . 282 
092 . 859 
044 -299 
.068 416 
. 242 
239 
setts 272 
O78 B47 
te .140 
.100 . 265 
past .195 
128 . 286 
.046 485 
; .296 
.086 239 
esn 274 
196 448 
070 .186 
ia .151 
.083 -208 
.198 - 604 
.088 841 
A .281 
.198 .8186 
079 222 
.078 2765 
029 161 
118 288 
.058 349 
.118 . 862 
.079 .381 
.039 .815 
ese 18] 
.059 282 
041 249 


Toll per vehicle-mile on 187 8 miles of turnpike in Maryland and Virginia, 2.7 cents. 
1A number of the figures in zhis column are based on collections of gasoline taxes for less than one 


year. 


(See Public Roads, Vol. 5, No. 2, April, 1924, p. 17.) 


—(From Public Roads, Vol. 5, No. ", September 1924, “Motor Vehicle Fees and Gasoline Taxes” by 
Henry R. Trumbower, Economist, U. S. Bureau of Public Roads) 
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The Financing of Highways 


By T. H. MacDonaip 


Chief of the Bureau of Public Roada, U. S. Department of Agriculture and H. R. Trumbower, 
Economist, U. S. Bureau of Public Roads 


RINCIPLES and concepts per- 
taining to the public welfare for- 
mulate slowly, change more or less 
constantly and move slowly across the 
pages of history. There are at any 
time in more or less common use both 
principles that will endure and those 
that are temporary and will be aban- 
doned. Examined in retrospect, the 
financing of highways through legisla- 
tion presents a most interesting parallel 
to the social fabric of the time, with 
this modification that seems to be com- 
mon to the Anglo-Saxon methods in 
governmental affairs: certain concepts 
persist in the laws long after their real 
abandonment by the public for the 
reason they no longer serve. Sound 
principles of legislation have an un- 
ceasing conflict with political expedi- 
ency. For more than three hundred 
years the English people have been try- 
ing to solve this question of highway 
finance always facing this conflict, al- 
ways retaining much legislation that.is 
bad along with the good, and always 
failing in their laws to reach far enough 
to overtake the needs and demands of 
the public. Perhaps this will always be. 
Certainly just now the subject de- 
mands the most serious attention. 
The facts are presented as they now 
exist with sufficient comparison to 
point present tendencies. Some are 
good, some most discouraging. It 
ought to be apparent, if in seventeen 
years we have added new highways to 
the extent of more than three times the 
mileage of highways surfaced in the 
same period, that as a nation we are 
“tilting with wind mills” unless we 
classify the tremendous mileage, 2,941,- 


000 miles, in accord with its relative 
service and select for the better classes 
of improvement only a limited per- 
centage which serves the greatest num- 
ber. This is the basic principle of the 
Federal Highway Act which limits the 
Federal aid highway system to 7 per cent 
of the total road mileage. It is the basic 
principle of many state laws which de- 
fine and limit the state systems. This 
concept of nation-wide and state-wide 
highways lifts the main traffic lines 
out of the realm of the local authority. 
They are the responsibility of the state 
and of the nation, and one of the worst 
types of financing now existing is the 
use of local funds for improving these 
main arteries. Counties and improve- 
ment districts have impoverished them- 
selves to improve roads which ought to 
be improved from state and Federal 
funds. 


Tue Roaps Trat Serve THE TRAFFIC 


From another angle, by and large, 
trafic concentrates on a relatively 
small percentage of our public high- 
ways. Outside the area of the week- 
end traffic around the large centers of 
population, this relatively small per- 
centage will carry, when improved with 
a suitable type of surfacing, the flow 
of traffic satisfactorily. They answer 
all purposes. ‘They are the main mar- 
ket roads. They serve the tourist. 
They are trans-state and trans-nation. 
They may be called motor highways. 
Ten per cent of’ the highways of any 
fully developed state will include the 
most important, and 20 per cent will 
reach about all that will, for a long 
period, have any claim upon the title 
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of motor highway. Because tributary 
roads have a few motor vehicles oper- 
ated over them from the few farms 
served to the main road, they are not 
motor highways. They are not traffic 
flow lines. These roacs serve the land, 
not the traffic, and this class of high- 
ways at this time aggregates probably 
80 per cent of the total mileage. 

If, as the evidence plainly points, the 
tendency is to make the rcad user pay 
progressively increasing charges in h- 
cense fees and gas taxes for road im- 
provement, then certainly such rev- 
enues ought to be concenzrated upon 
those roads which can >e properly 
classed as motor highways. Further, 
with the great demands for improved 
roads of more than 15,00),000 motor 
vehicles now operating, al. of the rev- 
enues from the motor vehicle ought to 
be used for highway purposes. Both 
of these principles are beng violated 
in numerous states. 

Perhaps one other major principle 
ought to be recorded kere. While 
there have been large adcitions made 
annually to the mileage of surfaced 
roads and other betterments in the way 
of widening narrow roads, improving 
alignment, eliminating grade crossings 
and such, the factor that probably has 
contributed the most to zhe satisfac- 
tory use of large mileages of highways 
is the maintenance programs of the 
state highway departments. Common 
consent will concur that the greatest 
loss in the past has come from a failure 
to maintain. With few exceptions the 
state highway departments that have 
been entrusted with the responsibility 
are cautiously conserving the invest- 
ment they are making by careful 
maintenance. 


Hicuway Fonps anp THEIR 
ADMINISTRATION 


Yet as is pointed out, sbout 60 per 
cent of the total highway expenditures 
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are still under control of the local or- 
ganizations, mainly the counties, and it 
is this expenditure that is drawn largely 
from property taxes. At a time when 
great complaint is heard over land 
taxes, the fact should not be overlooked 
taat so much of these taxes as are used 
for roads are levied ard expended in the 
main by local boards for local road pur- 
poses. This is not a criticism. These 
roads are to a large extent land service 
raads and are properly a charge upon 
the whole community, urban and rural, 
but there is great need for better ad- 
ministration of these funds. 

The proper financing and adminis- 
tration of the vast mileage of secondary 
roads under local authority is today 
progressing toward satisfactory solu- 
tion slowly and uncertainly. An ex- 
tension of supervision by the trained 
organizations of the state highway de- 
partments would accomplish much 
progress to better this situation. 


Tre COUNTRY’S SURFACED ROADS 


The Bureau of Public Roads makes 
an investigation at five-year intervals 
to obtain complete data relating to the 
total highway mileage of the several 
states, the number of miles which are 
surfaced and the types of surfacing, 
and expenditures and revenues for 
kighway purposes. The latest figures 
compiled are for the year 1921. At the 
end of that year there were 2,941,294 
miles of highways in the United States, 
rot including city streets and streets 
within incorporated municipalities. Of 
this total mileage 887,760 miles, or 18.2 
per cent, were improved with some 
type of surfacing; 2,558,584 miles, or 
66.8 per cent, were known as ordinary 
earth or dirt roads. During the year 
1921, 41,171 miles were added to mile- 
gge of surfaced roads, and during 1922 
it was estimated that about 35,000 
miles were surfaced. This does not 
meanthat the mileage of earthroads was 
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decreased in each of these respective 
years by this addition of surfaced road 
mileage, because in many cases roads 
which had a gravel surface, for example, 
were improved by applying a higher 
type of surface such as macadam or 
concrete. 

In the following table are set forth 
by divisions of states the total mileages 
of all types of roads, the number of 
miles of surfaced roads and the mileages 
of earth roads and their percentage re- 
lationship as reported for January 1, 
1922. 

The highest percentage of surfaced 
mileage is found in the East North 
Central states, where 30.1 per cent of 









Division 

New England........ 88,295 
Middle Atlantic.... . 186,935 
East No. Central .. . 412,758 
West No. Central..... 759,820 
South Atlantic $65,567 
East So. Central... .. 242,745 
West So. Central 416,617 
Mountain........... $06,882 
Pacific.... 2 ...... 167,180 

Total . ....... 2,941,294 


the total highway mileage has been im- 


proved with some type of surfacing and . 


only 69.9 per cent of the highways are 
earth roads. In the West North Cen- 
tral section, on the other hand, the 
relatively smallest surfaced road mile- 
age is found; only 3.9 per cent of the 
roads are surfaced and 96.1 per cent 
are earth roads. In this connection it 
should be borne in mind that this sec- 
tion of states contains approximately 
25 per cent of the country’s total high- 
way mileage. 

The country’s surfaced mileage of 
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387,760 miles is composed of the follow- 
ing types: 
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PROGRESS IN Highway IMPROVEMENT 


Since the advent of the use of the 
motor vehicle great progress has been 


Earts Roan Mrmaaw 
Miles Per Cent 


of Total 





218 65,570 78.7 
20.8 147,989 78 2 

’ 301 288,455 69 9 
39 729,597 96.1 

16 8 804,389 83.2 
17.1 201,267 82.9 

5 8 392,631 94 2 
bl 290,843 94.9 
20.6 132,793 79.4 
2,553,534 ' $6.8 


made in highway improvement. In 
1904, the first year for which highway 
data were obtained by the Bureau, 
the total mileage of our rural roads 
amounted to 2,151,379 miles, of which 
only 153,530 miles, or 7.1 per cent, were 
improved with some form of surfacing. 
Thus, while 789,915 miles had been 
added to our total highway system dur- 
ing the 17 years from 1904 to 1922, only 
234,230 miles had been added to our 
surfaced mileage during the same 
period. In other words, the mileage 
added to our highways was 8% times 
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as great as the mileage acded to our 
surfaced roads. The actua. amount of 
highway improvement which was ac- 
complished during these years, how- 
ever, is much greater taan the above 
figures would seem to indicate. A large 
mileage of low-type roads has been re- 
placed with types more suitable to the 
present traffic requirements. Light 
and narrow bridges have been replaced 
with wider and more substantial struc- 
tures. Oid narrow roads have been 
widened and straightenec. In 1904 


\ the highest type of surfacirg found on 
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our rural roads was water-bound mac- 
adam. At the beginning of 1922 a 
total of-more than 25,000 miles of our 
rural roads were improved with high- 
type pavements. 

But even when full account is taken 
of all these improvements and better- 
ments it is still clearly evident thai our 
highway improvements have not kept 
pace with the increase of the traffic on 
our highways. In 1904 our highway 
traffic was almost entirely horse-drawn. 
Prior to 1904 not more than 40,600 
motor cars had been manufactured in 
the United States. A single factory 
now produces more cars in a singe 
week. On July 1, 1924, the totel 
motor car registration of the country 
amounted to 15,552.077 as comparec 
with a registration of 13,002,427 twelve 
months previous. 


MAINTENANCE OF RurAL HicHways 


The construction and maintenance of 
our rural public roads is carried on by 
many varied and independent units, 
such as the states, counties, towns, 
townships and road districts. The 
total disbursements during 1921 by all 
of these governmental units for all high- 
way purposes, including interest and 
payments on highway bonds, amountec 
to $1,036,587,772. This amount spent 
on our highways in a year was sub- 
stantially the same amount the rail- 
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roads of the country were entitled to 
earn as profits under the Transporta- 
tion Act according to the Interstate 
Commerce Commission. Of this total 
amount paid out for highways $626,- 
965,373, or 60.5 per cent, was expended 
for work classed as construction; $248,- 
593,169, or 24 per cent, for work classed 
as maintenance; $86,081,358, or 3.5 
per cent, for administration and en- 
gineering; $89,280,946, or 8.6 per cent, 
for the payment of principal and inter- 
est on highway bonds, and $35,716,931, 
or 3.4 per cent, for the purchase and 
repair of machinery, equipment, the 
purchase of quarries, gravel pits, and 
for all other items or parts of items not 
properly chargeable to construction, 
maintenance or administration. 

Of the grand total disbursements of 
$1,036,587,772 for 1921 there was ex- 
pended $413,241,662 by or under the 
supervision of the respective state high- 
way departments; $628,346,110 was 
paid out by the various local counties, 
towns, townships and districts without 
any supervision by the respective state 
highway departments. These expend- 
itures are set forth in detail in the tab- 
wation on the following page. 

It is a noteworthy fact that approxi- 
mately 60 per cent of the money spent 
on the rural highways of the country 
was spent by local communities and 
upon highway work which was not un- 
der the supervision of state highway 
departments. 

The gross total of the funds actually 
made available for all rural highway 
purposes during the year 1921 amount- 
ed to $1,149,487,896. Of this total, 
$438,109,2738, or $8.1 per cent, was se- 
cured from the sale of bonds; $415,- 
680,010, or 36.2 per cent, from general 
taxes; $122,626,166, or 10.6 per cent, 
from motor vehicle fees and gasoline 
texes; $79,383,226, or 6.9 per cent, 
from Federal aid payments received by 
th2 various states; and $98,689,2@1, or 
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Locau Hicuway Exrenprrurszs, Wrrnout STATE Surmevision 
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Construction, roads and bridges . 


Unclassified construction (probably largely maintenance) . 


Maintenance, roads and bridges 
Engineering and administration . 
All other items. : : 


oe teense 


Total .. . 


$316,225,470 
18,786,090 
174,066,428 
17,149,498 
97,188,629 


Hieuwary Exrenprrvrss By or Unpsa SUPERVISION OF 
Strate Hiaoway DAPARIMNENTS 


Construction, roads and bridges 
Maintenance, roads and bridges. 
Engineering and administration. 
All other items... .. o ....... ; 


Total ... 
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Grand total 


8.2 per cent, from various other sources, 
the chief of which was from appropria- 
tions or allotments from general funds 
originating from two or more sources. 
It is estimated that approximately 
one-half of this unclassified income 
originally came from general property 
taxes. 


METHODS OF FINANCING THE 
HIGHWAYS 


In every state except North Dakota 
a part of the funds expended on 
roads was obtained from the sale of 
bonds. Arkansas, West Virginia and 
Louisiana obtained respectively 70.2 
per cent, 69.1 per cent, and 68.1 
per cent of their total road income 
from bonds while, on the other hand, 
New Hampshire and Connecticut se- 
cured only 2.8 per cent and 3 per 
cent of their total highway revenues 
from bonds. Certain groups of states 
relied largely on bonds for their high- 
wav funds. Thus, the four states of 
Arkansas, Louisiana, Oklahoma and 
Texas, comprising the West South Cer- 
tral group of states, secured 59.8 per 
cent of their total highway funds from 
this source. At the other extreme we 
find the six states, forming the New 
England group, which received only 
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$291,978,818 
74,526,746 
18,881,855 
27,869,248 


413,241,862 


12.7 per cent of their total highway 
funds from the sale of bonds. 

At the end of 1921 the total amount 
of highway bonds outstanding was 
$1,222,312,800. Of the whole issue 72 
per cent are represented by local bonds, 
the obligations of counties, townships, 
and districts; 28 per cent are the obli- 
gations of state governments. Twen- 
ty-seven of the states have no state 
highway bonds outstanding. In those 
states, with the exception of Vermont 
and North Dakota, the outstanding 
highway bonds were all issued by local 
governmental units. The United States 
Census Bureau reported the total 
amount of bonds issued for all pur- 
poses by states, counties, and all other 
subdivisions to have been $8,695,906,- 
000 at the end of 1922. Comparing 
this with the outstanding highway 
bonds at the close of 1921 we find that 
but 14 per cent of the total indebted- 
ness of the states, counties and other 
political subdivisions was represented 
by local and state highway bonds. 

General property taxes contributed 
$415,680,010 to the year’s total high- 
way income. As has already been in- 
dicated, $93,689,221 was derived from 
miscellaneous sources, a large part of 
which was traceable to taxes although 


$623,346,110 


$1,086,587,772 
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appropriated from general funds in 
state treasuries. For our present pur- 
poses we may consider both of these 
items as having been payments madeby 
the general public and may, therefore, 
be regarded as taxes, alzhough a small 
portion was derived from other sources 
which could not be cleacly s=gregated. 
The sum of these two items, $509,369,- 
231, or 44.4 per cent of the total high- 
way income for 1921, may be regarded 
as the direct contribution of the public 
through taxes towards the cost of high- 
way construction and meintenance and 
towards the principal and interest pay- 
ments of the bonds outstand:ng. The 
per capita tax burden for highway pur- 
poses was for that yeaz $483. The 
total taxes, fees, ete., in 1921, amounted 
to $38.80 for the country as a whole. 
Therefore, the highway tax burden was 
about,12 per cent of the total per capita 
urden. 


FEDERAL Am ror HIGHWAY 
CONSTRUCTION 


Federal aid legislation for highway 
construction in co-operation with the 
several states hed its begianinz in 1916 
when an appropriation or $7£,000,000 
was made for this purpose by Congress. 
The law provides that suca Federal aid 
funds be apportioned among tae states 
in the following manner: one-third in 
the ratio which the area of each state 
bears to the total area of all the states; 
one-third in the ratio which the popula- 
tion of each state bears to tae total 
population of all the states, a3 shown 
by the latest available Federal census; 
one-third in the ratio whick the mileage 
of rural delivery routes and star routes 
in each state bears to the total mileage 
of rural delivery and star zoutes in all 


the states. In approving projects to- 


receive Federal aid under the provi- 
sions of the Act. preference is to be 
given to such projects as will expedite 
the completion of an adequete aad con- 
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nected system of highways, interstate 
in character. The amount paid as 
Federal aid to any state on account of a 
definite project of highway construc- 
tion must not exceed 50 per cent of the 
total estimated cost thereof, except in 
case of any state containing unappro- 
priated public lands exceeding 5 per 
cent of the total area of all lands in the 
state, when the Federal aid payment on 
such projects shall not exceed 50 per 
cent of the total estimated cost thereof, 
plus a percentage of such estimated 
cost equal to one-half of the percentage 
which the area of the unappropriated 
public lands in such state bears to the 
total area of such state. This provi- 
sion was written into the law to make it 
easier for those states to finance their 
share of highway construction costs in 
which the Federal Government owned 
large areas of public lands. The maxi- 
mum amount which the Federal Gov- 
ernment can contribute in ordinary 
cases is limited to $15,000 a mile. Be- 
fore any aid can be obtained the Fed- 
eral Government’s approval must be 
secured as to the type of road and width 
of construction of the proposed project. 
Consideration is given to the type and 
character which shall be best suited for 
each locality and to the probable char- 
acter and extent of the future traffic. 
One of the most important sections of 
the Act provides that before any proj- 
ect shall be approved for anv state, 
such state must make provisions for the 
construction and maintenance of Fed- 
eral aid highways by or under the. 
supervision of a state highway depart- 
ment. Unified and responsible con- 
trol is thereby insured. 

For the period ending June 30, 1924, 
the Federal Government expended as 
aid for highway construction $358,082,- 
098.. While it is not posaible to trace 
an individual dollar’s passage through 
the Federal treasury, it may be pointed 
out in this connection that the internal 
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revenue collected as taxes on the sales 
of motor vehicles and accessories and 
on passenger cars for hire amounted to 
a total of $749,040,569 up to June 30, 
1924. The users of motor vehicles, 
therefore, contributed more than twice 
the amount that the Federal Govern- 
ment paid out in aid toward highway 
construction. The Federal aid pay- 
ments and the Federal motor vehicle 
taxes are shown by years in the follow- 
ing tabulation: 





AMOUNT OF INTERNAL 

FEDERAL Arp REVENUES 

Year ENDED | Anp Forest | Conzecrmp 

Juns 30 FUNDS TROM MOTOR 

Exprenpep |Vrmcs, Erc. 
1917. $49,270 | ananassa 
1918. 887,176 $23,981,268 
1919. 3,995,102 40,341,990 
1920. 25,168,794 145,963,034 
1921. 63,583,861 117,822,741 
1922.. 93,924,885 106,219,881 
1923.. 77,178,116 146,183,607 
1924..... 88,399,885 166,028,548 
Total.. .| 8863,082,098 $749,040,569 


Sources or Hignway Funps 
COMPARED 


That there is a marked tendency to 
collect a larger proportion of highway 
funds from the owners and users of 
motor vehicles is noted in analyzing 
the various sources of these highway 
funds and comparing them with similar 
sources in previous years. A survey of 
highway revenues and expenditures for 
1914 showed that, out of a total high- 
way income of $240,262,784, the collec- 
tions from motor vehicles amounted to 
$12,382,031, or 5.1 per cent of the total. 
In 1921, seven years later, the motor 
vehicle owners and operators paid 
118,942,706 in motor vehicle fees and 
$3,685,460 in gasoline taxes, a total of 
$122,626,166, or 10.6 per cent of the 
total income for highway purposes, A 
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similar compilation of the payments 
made by owners and operators of motor 
vehicles for licenses and permits in 1923 
shows a total contribution on their part 
of $188,970,992. In the same year the 
taxes upon the sale of gasoline levied 
by 35 states amounted to 886,813,939. 
The motcr vehicles, accordingly, con- 
tributed a total of $225,784,981 during 
this last year when complete data were 
available. 

¢ It is estimated that the highway in- 
come and expenditures for 1928, based 
upon: information thus far obtained, 
were substantially the same as for 1921. 
Construction and maintenance pro- 
grams proceeded at about the same 
pace. Upon this assumption, there- 
fore, it appears that in 1923 the con- 
tribution of the motor vehicle towards 
the total highway income was about 
19.5 per cent. ‘This shows a very sub- 


stantial increase in the relations ~~~ 


motor vehicle revenues to the { 
highway income, as compared j ` 
1914, when it was only 5.1 per’ Im 
Between 1921 and 1923, it is observea, 
the ratio almost doubled. This in- 
crease in the contribution made by the 
motor vehicle is accounted for by the 
increase in the total number of vehicles 
registered and in the payment per 
vehicle, which rose from $11.70 in 1921 
to $15 per vehicle in 1928. 

As long as the emphasis in licensing 
automobiles was placed upon thestate’s 
police power a flat charge of a certain 
amount upon the registration of the 
car was deemed sufficient. The fee in 
most cases was nominal and was not re- 
garded as a revenue-producing meas- 
ure. When, however, the licensing of 
motor vehicles and the collection of 
registration fees began to be related to 
the problem of highway construction 
and maintenance, the revenue aspect 
was brought into prominence, and as 
the rate was advanced, classification 
systems were introduced which would 
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take into account both the extent of the 
damage to the road resulting from the 
operation of a heavy and high-powered 
car over the highways and the owner’s 
ability to pay. In 19 states passenger 
automobiles are licensed and fees 
charged on the basis of rated horse 
power; in 7 states the weight of the 
vehicle determines how much of a fee is 
collected; in the rest of the states com- 
binations of these two methods are fol- 
lowed or other schemes of classification 
have been devised which are intended 
to produce similar results. In making 
charges for the licensing of motor 
trucks most of the states base the fees 
upon capacity and gross weight. 

In 1928, of the $188,613,074 collected 
by the states as motor vehicle license 
revenues ($357,918 collected by the 
District of Columbia not included) 
$158,226,686, or 81 per cent, was used 
fe highways by and under the direc- 

tion and supervision of state highway 
departments. In only 18 states were 
any substantial amounts apportioned 
among the counties. The 19 per cent 
which was not used by the state high- 
way departments includes, in addition 
to the funds turned over to local units, 
the expenses of registering cars and the 
issuing of licenses and other admin- 
istrative expenses of similar charac- 
ter. 

At about the time when most of 
the states had succeeded in abolishing 
the old turnpikes and toll roads, by 
purchasing them at agreed prices or 
through condemnation proceedings, and 
had declared them “free” highways, a 
movement started which in essence was 
an extension of the toll principle to all 
highways of a state brought about 
through the enactment of laws pro- 
viding for a tax upon the sale of gaso- 
line. This year, 1924, there are 35 
states and the District of Columbia 
which are collecting this kind of a tax; 
these states have a rural road mileage 
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of 1,954,886 miles comprising 66.5 per 
cent of the total rural highway mileage 
of the country. The rates range from 
1 cent to 4 cents a gallon; 8 states 
charge a l-cent tax; 15 states a 2-cent 
tax; 2 states a 2}-cent tax; 9 states a 
8-cent tax; and 1 state a 4-cent tax. 
The total gasoline taxes collected in 
the six months ending June 30, 1924, 
amounted to $32,489,410. It is esti- 
mated that for the whole year of 1924 
close to $75,000,000 will be derived 
from this source. The disposition of 
the gasoline tax differs from that of the 
motor vehicle license fees. In 1923 
only 58.5 per cent of the total gross 
gasoline tax receipts was applicable 
to highway work by or under the 
supervision of state highway depart- 
ments. There was a greater tend- 
ency for the states to share these 
newly discovered revenues with the 
counties and to divert them for other 
purposes than in cese of the motor ve- 
hiele license fees. 


Hienway Costs 


The cost of highway construction 
may be divided into (a) cost of endur- 
ing features and (b) cost of perishable 
features. When roads are built with 
accepted standards of grade, align- 
ment, drainage structures, and founda- 
tions, the cost of such elements may be 
charged for enduring features. It is 
manifestly poor policy to build an ex- 
pensive surface or a relatively long- 
lived surface on defective grades with 
poor alignment, or where the drainage 
features are short-lived and temporary. 
Construction should be so adjusted to 
the service needed that its purpose 
is accomplished without waste. High- 
ways constructed with borrowed money 
should be strictly maintained. This 
is no less true for all impreved roads, 
Maintenance is necessary in order to in- 
sure to the community the maximum 
economic service by the road and also 
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By Wiuram P. Eno 
Chairman of the Board of Di-ectors, Eno Foundation for Highway Traffic Regulations, Inc. 


HIS discussion has zo do with 
what is often inaccurately termed 
“The Parking Question.” 

Much of the difficulty we are now 
experiencing through the storage of 
waiting vehicles on roadvays is due 
to the fact that we have not discrim- 
inated between the terms “to rank” 
and “to park” or between “live” and 
“dead” veuicle. We must get these 
points straight in our minds before 
we can intelligently attempt to bring 
about better conditions. The terms 
“to rank” and “to park,” while applica- 
ble to both live and dead vehicles, 
relate only to their relative positions 


~~ to one another and to the curb. The 


definitions are: 


“To Rank—To stand vekicles one be- 
hind the other parallel to curd.” 
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“To Park—To stand vehicles parallel to 
one another at an angle to curb.” 
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The term “‘to rank” is derived from the 
term ‘‘cab rank,” as used for generations 
in London, where cabs are placed on stands 
one behind the other in file, and the term 
“to park” from the practice of placing gun 
carriages parallel to one another, in which 
position they are said to be parked. It is 
therefore clear that the terms “‘to rank” 
and “to park” are nct synonymous, but 
that there is a practical and important 
difference between the two. 

In regulating ranking or parking, we must 
divide vehicles into “live” vehicles and 
“dead”? vehicles. The defiritions are— 
“Live” vehicle one whose driver is present 
and prepared to move vehicle; “dead” 
vehicle one whose driver is absent or un- 
able to move vehicle. 

When vehicles are ranked, no one of 
them can move out of the line independ- 
ently of the others, unless considerable 
waste space is allowed for between them, 
whereas when they are parked, being par- 
allel to one another, any one of them can 
get away without causing any other one to 
move. 


Live vehicles do not give any un- 
reasonable annoyance or cause a seri- 
ous fire hazard if the Council of Na- 
tional Defense (C. N. D.) Code of Gen- 
eral Highway Traffic Regulations ! is 
in effect. Dead vehicles, however, con- 
stitute not only great inconvenience to 
the general public and injury to busi- 
ness, but a veritable menace likely to 
result in uncontrollable conflagrations 
because fire apparatus cannot reach its 
destination promptly. 

In considering the question of rank- 
ing and parking we should take into 
account the requirements of -Article 
MI of the C. N. D. Code of General 
Highway Traffic Regulations as fol- 
lows: 

1 See Article IH next page, 
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Artictnz IT. Range, PARKING, 
STOPPING, FoLtLowine, Backine 


Section 1. A live or a dead vehicle may 
be ranked or parked on any roadway and 
for any length of time, provided it does 
not interfere with the rights of others, and 
subject to the following sections of this 
Article, unless prohibited from so doing or 
limited as to time by an official traffic sign 
or special regulation. 

Sec. 2. A dead vehicle shall not be left 
on a congested roadway during crowded 
hours except on an indicated public ranking 
or parking space, subject to local police 
traffic signs, nor shall it be left in such a 
position as to prevent other ranked or 
parked vehicles from moving away nor so 
as to obstruct moving traffic. 

Sec. 8. A vehicle stopped in front of an 
entrance to a building or transportation 
station, unless it be expeditiously loading 
or unloading, shall promptly give place to 
an arriving vehicle. 

Sec. 4. A vehicle shall not be stopped 
on a crosswalk, nor within an intersection, 
nor within ten feet of a fire hydrant, except 
in an emergency, nor with any part of its 
load extending beyond limit lines. 

Sec. 5. A vehicle on a two-way traffic 
roadway shall stop at the right hand curb 
only, but not at all if preventing other 
vehicles from passing in both directions at 
the same time. 

Sec. 6. A vehicle on a one-way traffic 
roadway may stop at either curb, but not 
at all if preventing other vehicles from 
passing in one direction. 

Sec. 7. A four-wheeled, horse-drawn 
vehicle backed up to the curb shall have its 
horses stand parallel to the curb, faced with 
the direction of traffic. 

Sec. 8. A vehicle shall not follow an- 
other too closely for safety, nor fire ap- 
paratus, going to a fire, closer than 500 
feet. 

Sec. 9. A street car shall not be stopped 
nearer to another street car ahead than 
five (5) feet. 

Sec. 10. A vehicle shall not back to 
make a turn or in any way so occupy & 
roadway as to obstruct traffic. 


Your attention is called to Sections 
l to 7 inc., which, except Section 2, 
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apply to both “live” and “dead” 
vehicles and are sufficient for the rea- 
sonable control of “live” vehicles 
whether ranked or parked. They are, 
however, not ample for the control of 
“dead” vehicles and therefore Section 
2 has been inserted. This section is 


‘probably as definite as we can wisely 


make a general regulation Any fur- 
ther control, where necessary, should 
be brought about through special regu- 
lation by the use of such traffic guides 
as lines on the pavement and properly 
designed clearly worded signs. 

One of the results of Section 2 of 
Article UT will be that vacant lots 
will be leased to store waiting vehicles 
and it will become profitable to con- 
struct public garages where cars can 
be left during the day when people are 
attending to their business and during 
the evening when they are at the 
theater. Some of these storage places” 
will undoubtedly be in the congested 
parts of cities and others a little way 
out where people will leave their ve- 
hicles and proceed to their destina- 
tion by street car, bus or taxi. This 
latter will be the case, I believe, in 
some of our congested cities such as 
New York where it does not really 
pay to go downtown in private cars.? 

No part of the code has had a more 
careful study by more people than 
Article III. The considerations in- 
volved are complicated because it is 
difficult to preserve the rights of all 
and at the same time refrain from im- 
posing more restrictions on any one 
than is absolutely necessary. We 
must, therefore, count upon intelligent 
police discretion, and the education and 
respect for fair play of the public for 
co-operation. 

There is no reason why a vehicle 


2 For further description, history, development, 
etc., of the C. N. D. Code of General Highway 
Traffic Regulations see 1924 Municipal Index of 
The American City Magazine, pp. 272 to 275 inc. 
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should not rank or park anywhere, 
provided that in so doing it does not 
unreasonably restrict the liberty of 
others. See Section 3, which says: 

A vehicle stopped in front of an entrance 
to a building or a transportation stetion, 
unless it be expeditiously loading o> un- 
loading, shall promptly give place to ar 
arriving vehicle. 


This, of course, requires the driver 
of the waiting vehicle to be ready to 
pull out immediately on the approach 
of an arriving vehicle. Such strictnes3 
as this implies is absolutely necessary 
on roadways where the importarce cf 
getting to the curb is paramount, as, 
for instance, on roadways devoted to 
retail trade, and to a slighter degree 
on those devoted to residences. Where 
wholesale business predominates, tke 
necessity of allowing sufficient time io 
load or unload has to be adequatety 
considered. 

In enforcing the provisions of Article 
II, it should be noted that a vehicle 
ranked or parked, when not in the way 
of moving traffic, should not be com- 
pelled to enter it again until anotber 
vehicle comes to take its place. It is a 
case where the old adage, “Let sleep- 
ing dogs lie,” applies. It is clear that 
while this provision of the code should 
be enforced strictly when conzestton 
exists, it need not be so strictly -n- 
sisted upon when congestion does not 
exist. Of course, every driver, out of 
common decency, should refrain from 
leaving his vehicle where it will block 
access to the door of an occupied 
building. 

GENERAL RANKING AND PARKING 

SPACES 


There are many spaces which zan 
be used for ranking and parking w:th- 
out interfering with the flow cf traffic 
on the roadway. These should be re- 
garded as general ranking or parking 
spaces. (See Section 1 of Article LIT.) 
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Ranking and parking spaces are bet- 
ter marked out by paint limit lines, but 
whether marked or not marked, they 
should be free for vehicles to rank or 
park in. Among such spaces are those 
alongside parks, vacant lots, public and 
vacant buildings and buildings where 
the doors or entrances are not in reg- 
ular use. Briefly, these spaces may 
be defined as all those not in front of 
a regularly used entrance to a building 
or to a transportation station. 

No private signs prohibiting rank- 
ing or parking should be allowed, but 
the Police Department should furnish 
signs on application of property own- 
ers if the reason given is adequate. 
AJl signs, like everything else in traf- 
fic, should be standardized. The signs 
for stationary vehicles, designating 
parking spaces, cab-stands, car and 
bus stops are known as secondary signs, 
and should have black letters on a 
vivid yellow background. 

The economy of room for waiting 
vehicles as well as for moving vehicles 
on many congested roadways is so im- 
portant that it is well worth while to 
define by paint lines every such space 
that can be used to hold one or more 
vehicles. 


SPECIAL RANKING AND PARKING 
SPACES 


Besides the general ranking and 
parking spaces already deseribed, there 
are others, especially adapted to pro- 
vide for waiting vehicles. Some of 
these are in the center of streets; some, 
in very wide streets, are next the car 
tracks, and others are where streets 
come together at acute angles. These 
spaces are often of irregular shapes, 
filling space not required for lines of 
moving vehicles. It is of the utmost 
importance that all such available 
spaces in the congested paris of cities 
be scientifically marked with paint 
limit lines or be paved with e different 


172 


kind of pavement from the rest of the 
roadway and furnished with signs 
with the words, “Public Ranking 
Space” or “Public Parking Space,” as 
is best adapted to the local possibil- 
ities. In these spaces vehicles should 
usually be allowed to remain unless at 
certain hours it is necessary to limit 
their time, when the sign should have 
on it such additional wording, as, for in- 
stance, “80 Minutes from 3 to 7 P. M.” 
Parking spaces should have stalls 
not less than 74 feet or more than 84 
feet wide for vehicles marked by paint 
lines. Stalls for trucks, sight-seeing 
vehicles, etc., should be wider. 
' Vehicles should be parked at an 
angle to the curb of 90 degrees, 45 de- 
grees, 374 degrees or 80 degrees, as is 
best adapted for local conditions. The 
width of a parking space located in the 
middle of a street where vehicles are 
to be parked at an angle of 


90° should be at least 16’ 
45° cc s6 cç cc 13’ 
874° c6 ce cc 6c 14’ 
g0° 66 i ce cc 18’ 


When the parking space is next to 
the curb, these widths can þe reduced 
one foot each, respectively, as a por- 
tion of each vehicle can project over 
the curb about that much. 

Vehicles should never be parked at 
an angle of 90 degrees to the curb, 
except in certain locations, when wait- 
ing for the termination of the races, 
theatre, etc., or when loading or un- 
loading merchandise, and in some in- 
stances on cab stands. In parking at an 
angle of 90 degrees to the curb, it is ap- 
parent that to get into a stall in the 
parking space will very often necessi- 
tate backing once or even several 
times. 

When vehicles park, unless waiting 
for the termination of some gathering, 
they should drive directly into their 
stalls and back out when ready to 
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leave. This method will avoid seri- 
ously retarding other traffic if the time 
chosen to back out is when there is a 
slight let-up in traffic. 

If the opposite is done, t.e., passing 
the stall to be occupied and backing 
into it, it must always retard the ve- 
hicles which are directly behind. 

Ranking spaces in the middle of a 
street should have the side lines six 
feet apart. If at the curb, one line six 
feet from the curb should be used. 

Some streets are wide enough to 
park on both sides and allow the nec- 
essary room for moving vehicles in the 
center. Others can have vehicles 
parked on one side and ranked on the 
other, provided room is left for mov- 
ing vehicles. 

In one-way traffic streets, if a park- 
ing space is to be marked on one or 
both sides, the stall lines should slant 
towards the approach of traffic. 


Cas, Hack, Truck AND Sigut-SHEING 
VEHICLE STANDS 


Cab, hack, truck and sight-seeing 
vehicle stands should be marked by 
signs giving the number of such 
vehicles each stand is intended for. 
The vehicles should be ranked usually 
in the middle of the roadway or next 
the curb, as best suits each locality. 
There are, however, a considerable 
number of places where vehicles can 
be parked advantageously either in the 
middle of the roadway or at the curb. 
At such places an angle of 90 degrees 
is ordinarily to be preferred, as it best 
enables such vehicles to leave the park- 
ing space so as to proceed in either 
direction with equal facility. How- 
ever, this is not always the case. 
Sometimes such stands are located in 
the center of the roadway, where, if 
other vehicles are ranked at the curb, 
there is not sufficient room for enter- 
ing or leaving the stand to join in with 
the moving traffic without manceuver- 
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ing by backing and thus impeding it. 
In this case an angle of 45, 374 or 30 
degrees should be substituted. 

When parked at the curb, public 
vehicles should be backed into the 
parking space so as to be ready to 
drive directly out into the traffic when 
leaving. This latter method is exactly 
opposite to what is advised for vsual 
parking purposes. 

The greatest opposition whick we 
shall have to my recommendazions 
wil be from owners of cars who have 
no chauffeurs, who will claim that 
class legislation is being proposed, 
whereas it is they who desire class leg- 
islation because what they want to do 
is to leave their cars where ther will 
be a nuisance and a menace. ‘This 
should not be permitted under any 
circumstances—whether they have 
chauffeurs or not. It is not a question 
of chauffeur but one of nuisance and 
menace. 

Surely conveyances such as street 
cars, busses and taxicabs, which are 
available to the general public, should 
have precedence, if necessary, over 
those for private use only, but we do 
not permit these to stand indeanitely 
where they would be a nuisance and 
a menace. 

REMARKS 

In many cities, the regulation of 
dead vehicles is comparatively easy, 
as, for instance, in Washington, where 
there are scores of places, many of 
them in business sections, where in the 
aggregate thousands of cars could be 
ranked or parked if the spaces were 
skilfully laid out and where they would 
create no menace in case of fire and no 
hindrance to moving traffic. In New 
York, however, there are but “ew such 
places which can be set aside for wait- 
ing vehicles and therefore the problem 
is more difficult. 

The primary objects of roadways are 
to enable vehicles to go from place to 
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place and to set down or take up pas- 
sengers and to load and unload mer- 
chandise. Vehicles which are confin- 
ing their activities to these objects 
should, of course, be let alone so long 
as they observe the general traffic 
regulations, but vehicles which are en- 
cumbering the roadways for individual 
indulgence and convenience should be 
strictly restrained from doing so. 

This paper has been written for tech- 
nical men, especially for those who 
are making a study of traffic regula- 
tion as a branch of civil engineering. 
In the not distant future, these prob- 
lems will be their problems, and they 
will be employed by the government 
to work them out. Only by specialists 
can complicated traffic problems be 
solved, and the problem of providing 
for the accommodation of the greatest 
number of waiting vehicles in a given 
space on the highways and in specially 
constructed storage places is one of 
our greatest civic problems today. The 
time when such things are left to in- 
experienced members of police depart- 
ments or of so-called traffic advisory 
committees is about over. Already 
six cf our great universities have in- 
terested themselves in highway traf- 
fic regulation, and soon courses of 
instruction will be part of the curricu- 
lum. Of the fifty billions of dollars 
invested in our country in transporta- 
tion, less than twenty billions is in 
railroads, more than twenty in high- 
way transport and ten in electric 
roads and waterways. ‘That is to 
say, In about a quarter of a century 
highway transport has from nothing 
already passed the railroads, and is 
steadily increasing in relative volume 
and importance. It is needless to say 
that the best minds must be employed 
on the regulation of highway traffic, if 
we expect to prevent the now appalling 
and needless loss of life and to make 
highways transport function without 
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undue delay and with the greatest 
efficiency. 

It is up to all associations interested 
in traffic regulations to keep their eyes 
on city engineers and other officials 
who in their ignorance of traffic re- 
quirements are cutting off corners on 
a rule of thumb radius, permitting 
car-tracks to be laid out unscientiñ- 
cally, placing traffic towers in the 
wrong places and allowing fountains 
and other monuments to be erected 
where they unduly limit ranking and 
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parking facilities, and so forth, and so 
on. It is easier to prevent than it is 
to remedy. 

It may be interesting to know that 
on account of the urgent necessity for 
solving this question of ranking and 
parking, especially by dead vehicles, the 
Eno Foundation for Highway Traffic 
Regulation is this year giving prizes 
at Yale and at George Washington - 
Universities for essays on the subject 
which will add value in bringing about 
a satisfactory solution. 
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Safeguarding Traffic 
A Nation’s Problem—A Nation’s Duty 


By Grorer M. GRAHAM 


Chairman of Trais Plenning & Safety Committee, National Automobile Chamber of Commerce; 
Vice-president, Chancler Motor Car Company. 


HE safe operation of highway 

traffic is a national problem. Its 
importance constantly grows in just the 
degree that individual transportation 
increasingly dominates our daily life. 
Individual transportation, as typified 
in the motor vehicle, exerts its influence 
on everything, facile communication, 
education, living costs, comfort, pleas- 
ure and family ties. The infinite bene- 
factions of the autcmobile will not pay 
out one hundred per cent unless they 
can be underwritten by the more eff- 
cient safeguarding of life and limb. 

This is everybody’s duty because it is 
everybody’s problem. 

All of us are pedestrians some of the 
time. Probably half of us are motorists 
a portion of the time. At one hour we 
think as pedestrians. At another we 
think as motorists. 

We have the pedestrian’s viewpoint 
when we furiously resent the boisterous 
horn discharged directly at our ear, or 
curse the driver who makes us leap or 
be run down. 


We take on the motorist’s complex 
when we arraign the stupidity of the 
man afoot who does so little to keep out 
of the way. 


~ 


CONCERNS ALL Our PEOPLE 


Striving for a solution of this great 
problem is excellent democracy, since 
in one form or another it concerns all 
of our 110,000,000 population. 

Well might it be asked—who created 
this state of menace? Who has put the 
highway safety in jeopardy? Is it up 
to the pedestrian? Is it up to the 


- driver? Is it up to the officials who 


seek to regulate traffic? Is it up to the 
manufacturer who builds the car and 
the dealer who sells it? 

Actually, not one of these groups 
need accept responsibility. 

The problem is not the creation of 
an individual or organization. It is 
the offspring of an impulse which 
traces back to the beginning of known 
history: 
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The demand for swifter anc better 
transportation, subject to the control of 
the individual operator. 

No human aspiration over tie cen- 
turies has been stronger, no striv-ng 
more intense. It explains the migra- 
tion of the pioneer. It defines a Co- 
lumbus, a Magellan, a Vasco di Gama. 
It is the answer to a Shackleton ar a 
Peary. It makes clear the Lew-s-Clark 
expedition. It tells why C. F. Hrnt- 
ingdon and “Jim” Hil carried great 
railroads across the continent. It ur- 
nishes the solution of the recent ghobe 
girdling trip by the American cviators. 

As long as the earth’s people insist on 
rapid movement from place to place, 
there will be a transportation prob.em, 
and that will be always. Nowhere is 
this problem so acute as in Dur own 
expanding and achieving courtry. 
New roads everywhere springing into 
existence but momentarily reLeve con- 
gestion. They are speedily filed with 
new caravans of motorists. In the 
cities the one-time municipal centers no 
longer have space to care for commerce 
and trade. 


Business INVADES THE SUBUFBS 


Hence, we see the up-springing of 
great outlying suburban sections, z1ties 
in themselves, which have their own 
stores, banks, etc. 

Where lesser communities formerly 
merged into the great centers of popu- 
lation, now urban congestion is driving 
them back to a separate exiszence. 

The great need of traffic protection 
affects alike the crossroad farmer and 
the tenement dweller. The robilem is 
federal and state, rural and mun cipal, 
local and universal. __ 

The almost incredible incr2ase in the 
number of automobiles and motor 
trucks has carried us, in little more than 
two decades, from a total of 18,000 
registered automobiles and trucks m 
1900 to more than 15,000,000 at the end 


of 1928. This is a gain of 111,000 per 
cent in little more than two decades. 

Last year for the first time in the 
history of the automobile industry the 
total production of cars and trucks ex- 
ceeded 4,000,000. It took 7,000,000,- 
000 gallons of gasoline to run the na- 
tion’s cars last year. 

An increasing toll of disasters has 
constantly been levied against traffic. 
The development can better be under- 
stood by comparing automobile deaths 
with the total mortality of the United 
States. 

The term “Automobile Deaths” is 
not an accurate one. As commonly 
used, it is applied to all fatalities in 
which an automobile figures, whether 
the driver be responsible ornot. With- 
out conceding the accuracy of the desig- 
nation I accept it for the purpose of 
this presentation. 


“AuTOMOBILE Deatus” WERE ONE 
PER Cent 


In 1921, which is the latest year for 
which complete statistics are available, 
there died in the United States from all 
causes somewhat in excess of a million. 
and a quarter of persons; 74,000 of 
these met death by accident. 

Automobile deaths, 12,500, were one 
per cent of the grand total, and sixteen- 
per cent of the fatal accidents. It has 
been pointed out that the total of 
automobile deaths is growing. This 
is lamentably true, the figures for 1922 
showing 14,000 deaths, and for 1928, 
15,750. Yet there should be some 
encouragement in the fact that the 
increase in automobile deaths does not 
keep pace with automobile use. Twelve 
thousand, five hundred deaths in 1921 
meant one for every 837 cars; 15,750 
deaths in 1923 would mean one to every 
921 cars, an appreciable reduction. 

It is necessary to think of our great 
problem in terms of four main groups, 
as follows: 
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First—The pedestrian. 
Second—-The motorist. 
Third—-Those who make and sell the 


cars. 

Fourth—Those who are responsible 
for traffic laws and their adminis- 
tration. 

As the rights of each of the four 
groups are examined it will be found 
that there is no such thing as any col- 
lective blame. Certainly the citizen 
cannot be blamed in wishing for himself 
and family the right of safe transit on 
our streets and highways. It is true 
that much use of the highways afoot is 
reckless, but this is small as compared 
with the percentage that is careful. 


AUTOMOBILE A Boon oF PROGRESS 


Nor as a class can the motorist be 
blamed. He is justified in seeking for 
himself and his family all the benefits 
of an automobile. 

All that is essential to our daily life— 
food, fuel, raw material, finished prod- 
uct and facile passenger communication 
—more and more depend upon the 
automobile. 

Along with the victrola, the radio 
and the moving picture, the automo- 
bile has changed the daily life of our 
people, made the family rather than the 
individual the unit of pleasure. 

Before the days of the automobile, 
members of a family often took their 
diversions apart. Now on Sunday the 
whole family gets into action together. 
Everybody goes to the big picnic. 

Into the little car are crowded father, 
mother, five children, grandmother, the 
dog, rugs, newspapers, fishing poles, 
bird cage, and even mother-in-law, for 
it is a day of truce when all natural 
hatreds cease. Nothing could be finer 
than this day of family outing. It 
brings the children into the healthful 
open. It is family companionship 
while the children are still in the home 
group. Far be it from us to curtail it. 
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We should rather extend it as a great 
helpful influence. 

Therefore, the motorist is not to be 
blamed, excepting that small percent- 
age of evil offenders who drive reck- 
lessly or drunkenly. 

The automobile manufacturer and 
the automobile dealer are in no sense at 
fault as long as they sell high-class 
products into which has been built 
every possible safety factor. 

Those who administer and direct 
traffic have, in my judgment, done ex- 
cellent work, considering the immense 
ramifications of the problem. Particu- 
larly would I pay tribute to the traffic 
officer who must be at his post in all 
extremes of weather; must protect the 
unskilled; must curb the reckless and 
maintain his temper in the face of 
infinite causes of provocation. 

We cannot segregate the blame to 
any group. Responsibility is shared 
by all of that public we seek to protect. 

Progress will not permit the elimina- 
tion of the automobile. We must, there- 
fore, strive to find a way to safeguard 
its use. The problem is in every 
respect a new one. 


Procress Lone A LAGGARD IN 
TRANSPORTATION 


There are no precedents, for never in 
the history of the world have so many 
people owned mediums of individual 
transportation. 

In fact, I should like to direct your 
attention to an astonishing thought— 
transportation is perhaps the youngest 
of all those great sciences which have 
advanced the public weal. 

Go to the authorities and study the 
history of transportation. You will be 
amazed to find that until the last one 
hundred and twenty years there is no 
advance. : 

It is hard to realize that anything so 
vital to human kind as transportation 
should have been so slow in its develop- 
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ment. The man of Nazareth, founder 
of the faith, and George Washington, 
father of his country, living 1800 years 
apart, knew only the same mediums of 
transportation. On land they could 
be hauled by man or beast. On the 
water they were dependent upon the 
straining muscles of the oarsmen or the 
vagaries of the wind. 


This is an almost incredible thought * 


when set against all that happened in 
the world in the same lapse of years. 
The culture of Greece, the far-flung 
power of Rome, the mighty empire of 
Charlemagne all had their rise, their 
history and their fall. The Dark 
Ages and the Middle Ages came and 
went. The Crusades wrote their dra- 
matic history. In the 15th and 16th 
centuries came that great outburst of 
exploration that carried the mariners of 
Europe all over the world to the dis- 
covery of new countries. 

Three great revolutions, in England 
in 1688, in our country in 1776, and in 
France in 1793, made their contribu- 
tions to free institutions. Inventors 
achieved both for good and ill. They 
discovered gunpowder. ‘They invent- 
ed printing. The great art works of 
all times, paintings, statues, buildings, 
mountain peaks of human genius, all 
came to the world while transportation 
remained primitive. 

Actually, the history of modern 
transportation can be written within 
the last 120 vears. 

Fulton with the first steamboat in 
1806; Stephenson with the first loco- 
motive some score of years later; the 
electric trolley in the final quarter of 
the last century; and finally in our day 
the internal combustion motor vehicle 
on land, water and in the air, represent 
more progress than had previously been 
made in all recorded history. 

Therefore, we cannot consult any au- 
thorities. We cannot go to anv text 
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book. We must originate our own 
methods for safeguarding traflic. 


Resrtarce Errorts at WORK 


Already many agencies have been 
making sincere efforts. Virtually, all 
of them are now co-operating. The 
great Conference on Street and High- 
way Safety, which originated with 
Secretary Hoover, and which under his 
direction is using the machinery of the 
United States Chamber of Commerce, 
is a most important movement. 

Tn various researches now in progress 
are co-operating officials of the Bureau 
of Public Roads, highway, railroad and 
utilities commissioners; police chiefs 
responsible for traffic regulation; the 
American Automobile Association com- 
posed of car users; the National Safety 
Council; steam and electric railway 
officials; taxicab operators; insurance 
organizations; automobile manufactur- 
ers and labor and women’s organiza- 
tions. 

The conference is proceeding with 
the utmost harmony. It will map out 
general policies but still leave various 
organizations free to pursue those ac- 
tivities which they are best equipped to 
carry on. 

Within the last year I have been in 
close touch with the work cf all these 
organizations, and I know the out- 
standing features which are receiving 
consideration. 

The subject is one of infinite length, 
and without precaution, this presenta- 
tion might be unduly prolonged. 

I shall, therefore, eliminate detail 
and strive to deal only with funda- 
mentals, bringing to your attention 
only such issues as seem imperative. 


I. THE NEED FOR AccuRATE 
STATISTICS 


First would seem to come the com- 
pilation and publication of proper acci- 
dent statistics. Before we can apply 
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the major remedies—education, regu- 
lation and punishment—it is vital to 
know why lives are lost. 

Up to date there has not been much 
serious effort in this direction. Only 
eight states—Connecticut, Indiana, 
Maryland, Massachusetts, Rhode Is- 
land, Vermont, Virginia and Wisconsin 
—keep an adequate record of any acci- 
dents occurring on the street and high- 
way. In these states the motorist is 
required by law to make a complete 
report of an accident to the commis- 
` sioner of highways, the commissioner 
of motor vehicles, the secretary of 
state, or the nearest judicial official. 

The report develops such facts as: 
time of accident, where it occurred, 
whether it was on a curve, road inter- 
section, railroad grade crossing, etc., 
lighting conditions, state of the car, the 
age and sex of injured, and a statement 
of whether the accident resulted from 
fault of the driver or the pedestrian. 

Governor Smith of New York re- 
cently deemed the subject sufficiently 
important to deal with it in a special 
message. He did not hesitate to say 
that the state of New York has been 
far behind the neighboring states of 
Massachusetts, New Jersey and Con- 
necticut in efforts at prevention. 

The governor powerfully argued that 
New York used 75 per cent of the rev- 
enues from automobile licenses, about 
twenty million dollars per annum, to 
meet the current expenses of the state, 
offering virtually nothing to safety 
development, thereby viewing the suk- 
ject in terms of dollars without regard 
to protection of lives and property. 

Because of superior methods applied 
by Massachusetts, said Governor 
Smith, fatalities in that state were re- 
duced from 582 in 1919 to 500 in 1922, 
whereas in New York in the same 
period they grew from 1,361 to 1,725. 

The logical outcome of this line of 
reasoning is that many deaths are pre- 
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ventable under proper regulation. We 
believe that this is a most helpful ap- 
proach. It is our belief that eventu- 
ally this statistical work will be cen- 
tered in the United States Census 
Bureau. 

An ideal form for registering these sta- 
tistics will show automobile accidents, 
railroad accidents, street car accidents, 
injuries by other vehicles, as well as all 
other essential data. Then, as far as 
possible, effort will be made to draw the 
lessons and make preventive recom- 
mendations. 

In a small way our own Traffic Plan- 
ning and Safety Committee, operating 
through the National Automobile 
Chamber of Commerce, has striven to 
collect statistics with the help of the 
newspapers. 

It is some satisfaction to report that 
we have found 256 American newspa- 
pers, operating in cities of more than 
25,000 population, willing to file reports 
on furnished forms, giving the detail 
of every death from an accident in 
which an automobile figures. 

These reports are filed with the Na- 
tional Automobile Chamber of Com- 
merce, which has them analyzed and 
sends out a monthly bulletin showing 
not only the total of deaths and the 
causes, but making. remedial sugges- 
tions. 

It is our hope that as this plan con- 
tinues to function it will make the 
newspapers of the country a clearing 
house for an enormous amount of val- 
uable information having to do with 
safety. Of course we recognize that 
the Census Bureau can develop figures 
far more nearly complete than can any 
independent machinery. 


II. Commoonrry EDUCATION 


Having developed the basic accident 
facts, the subject of education looms up 
as first in importance. 

There are various phases of the edu- 
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cational work. From the stand>oini 

of general considerations, the first zhing 

should be to reach the great public and 
arouse an interest in the whole subject. 

Afterwards, education should be spe- 

cific to various groups. 

There are infinite ways of reaching 
the great public in an effort to arouse It 
to the imperative need of care. The 
methods which have been found effec- 
tive in reaching these objectives in- 
clude: 

1. Newspaper and magazine public- 

ity. 

2. Posters on automobile windshields 

and in windows. 

8. Motion pictures 

slides. 

. Radio talks. 

. Safety programs or addresses at 
meetings of various organiza- 
tions including those of women. 

6. Reaching parents through school 

children. 

7. Special campaigns for a specified 

period 

Films and slides are a most effective 
means of presenting the safety story at 
any meeting. Such slides may elso be 
shown at motion picture theatres be- 
fore, during or after the regular per- 
formance. A list of safety films and 
slides available may be obtained from 
the National Safety Council. 

Radio talks have been used to a con- 
siderable extent for safety instruction 
purposes. A number of broadcasting 
stations have placed on their prcgrams 
safety speakers furnished by « local 
safety council or committee, automo- 
bile club, ete. Some thirty of the lar- 
ger stations have also used safety talks 
on timely subjects, vacation hazards, 
Christmas, etc., furnished them by the 
National Safety Council and some of 
them have also used short safety 
“fillers.” 

Broadcasting directors are generally 


and lantern 
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willing to use safety material provided 
it contains definite information. 


IW. EDUCATION OF THE CHILD 


No phase of traffic disaster 1s more 
dreadful than the killing of children, 
yet it is a most encouraging circum- 
stance that the little ones seem to re- 
spond readily to traffic safety educa- 
tion. Everywhere that safety educa- 
tion is made a part of child training 
there is a decrease in the total of acci- 
dents. 

It is recognized, of course, that there 
are limitations of time which operate 
against unduly adding to the already 
crowded courses of the public schools, 
but safety is so important that it is 
not likely that at any point will there 
be any real objection to such mstruc- 
tion. 

Drills, lectures and moving pictures 
all will carry their lesson of safety to 
the child mind. 

Playgrounds are needed to give 
proper release for Juvenile energy. 

The National Automobile Chamber 
of Commerce has long been alive to the 
importance of instructing the child and 
gives $6,500 yearly in prizes for the 
best essays and for safety lessons by 
teachers and pupils. This contest is 
conducted by the Highway Education 
Board, and no less than a half million 
participated last year, 


IV. EDUCATING THE ADULT 
PEDESTRIAN 


We believe that adequately kept 
statistics will show that in a majority 
of automobile accidents the fault is 
with the pedestrian rather than with 
the automobile driver. 

If anyone doubts this, he can prove 
to his own satisfaction a hundred times 
a day how frequent is the indifference 
of the pedestrian to his own self-pro- 
tection. “Jay-Walking” has been ac- 
cepted as a term to indicate those who 
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cross the street anywhere and with 
utter disregard of the traffic. It is only 
the alertness and skill of drivers that 
prevents an infinitely greater number 
of accidents. 

Even where a pedestrian has the 
right of way, he should be watchful 
lest a car may pass out of control, as 
for instance on a slippery street. 

If we could but instill the idea of pre- 
caution into both the motorist and the 
pedestrian, there would be almost in- 
stantly a most impressive casualty 
decrease. 


V. EDUCATING THE Driver 


We used to give high credit to a man 
for the skill to operate a stationary 
engine. Now milions of men and 
women, mechanically untrained, are 
operating fast moving vehicles on con- 
gested streets and highways. It is a 
situation for education. 

I believe that 99 per cent of the driv- 
ing is conscientious, yet we can further 
improve it with education. Every 
driver should properly be instructed in 
the laws of the road and the city street. 
He should also be trained rigidly in a 
due regard for the safety of the pedes- 
trian. If the plans of our committee 
carry, we hope that eventually there 
will go to every purchaser of a new car a 
little booklet which will assist him in 
handling his car properly. This book 
is now finished and many manufac- 
turers are presenting it to their cus- 
tomers. 

The man who actually drives the car 
can apply the important lesson of cour- 
tesy on the road. He can be discrim- 
inating in speed. He can use brake, 
clutch and horn with judgment. He 
can eliminate reckless chances. He can 
avoid coasting on the dangerous hill. 
He can be cautious not to come up 
quickly at a crossing back of acar. He 
can be careful not to monopolize the 
middle of a road. He can avoid passing 
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while on hills and curves. He can take 
the maximum of care at grade crossings. 


VI. DEVELOPING STANDARDIZED 
SIGNALS 


Everybody concedes that one of the 
greatest needs is standardization of 
signals and regulations. It is also 
admitted that this is most difficult of 
accomplishment. What is legal in one 
city is illegal elsewhere. A course of 
procedure that might mean safety in 
one state would lead to fatality in an- 
other. 

This need of uniformity is two-fold, 
as follows: (1) Signals to be made by 


the drivers themselves. (2) Signs and 
signals to direct traffic. 

With regard to the first, the writer 
has very definite views. I believe that 


all the intricate attempts at driver 
signal systems are fallacious. I do 
not think that any set of hand signals 
can be perfected for general use which 
will infallibly indicate the driver’s 
purpose to stop, back up or turn to 
right or left. Under the stress of ex- 
citement a driver may readily forget 
even an apparently simple system. 
Also, it is not always easy, while man- 
aging a car, to get the arm and hand 
exactly in the position to carry certain 
information to traffic behind. 

In my judgment, the only thing to do 
is to thrust out the left hand as a sign 
of warning. This will act as a signal 
to slow up everything behind until the 
driver’s intentions have been ascer- 
tained. 

The question of the signals which 
shall guide the driver and regulate 
traffic involve a far more complicated 
proposition. Wherever there are stand- 
ards generally accepted these should 
be followed. For example, I see no 
excuse for anything but green lights to 
permit traffic to go ahead, and red 
lights to stop it. Railroad practice 
has established this system throughout 
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the United States. Therefor2, why 
trifle with it? If we could stardarcize 
the regulations for size, weight, speed, 
equipment, warning signs, etc., we 
should do a wonderful thing toward 
safeguarding human life. 


VII. PREVENTION or GRADE 
CROSSING ACCIDENTS 


The grade crossing problem is one of 
the most difficult we confront. 

Nineteen twenty-two saw a totel of 
1,714 killed at highway grade crossings 
which they had a right to cross. Tres- 
passers on railroad property are ex- 
cluded from this compilation. 

A distribution of these 1,714 fatal- 
ities according to the class of vehicle or 
other cause is of interest: 


Passengers in passenger automo- 
biles «Soe 

Passenger in auto buses 

Motorcyclists or bicyclists 18 


Passengers in trolley cars ... .. 2 
Passengers in other vehicles or 
machines 119 
Pedestrians Jsi : : 199 
Miscellaneous. .. .. 35 
Total. . RPI 1,714 


It will be noted that 1,841 of these 
fatalities at highway grade crossings 
occurred to persons who were passen- 
gers in automobiles or auto buses. 
Automobile traffic may, thereZore, be re- 
garded as a contributing factcr in nearly 
80 per cent of the total highway grade 
crossing fatalities to non-trespassers. 

In connection with these eccidents I 
have no doubt that many railroads are 
called upon to pay large damages where 
they are entirely guiltless of fault. 

It is easy to say that grade crcssings 
should be eliminated, but the burden 
of the expense makes this impossible of 
quick accomplishment. 

The fact that the grade crossing is 
the railroad’s right of way should en- 
force the obligation of care upon the 
part of the motorist who uses it 
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Railroads have been remarkably 
successful in cutting down accidents 
from other causes. If they could have 
the right measure of co-operation from 
motorists, the grade crossing menace 
would rapidly dwindle in significance. 

Many remedies are constantly pro- 
posed. There are those who believe 


` that the motorist should be compelled 


to make a stop before crossing the 
tracks, though it is conceded that such 
a law can be only partially enforced. 
It is also admitted that such a rule, if 
observed, would cause congestion and 
delay. Undoubtedly, there should be 
a compulsory slowing up to a limit of 
ten miles per hour within 300 feet of a 
railroad crossing. This would mean 
that a vehicle would be under control 
so that a quick stop could be made if 
necessary. 

There is also general agreement as to 
the following outstanding points: 

(1) The creation of new crossings 
should be avoided wherever possible. 

(2) Highways which cross and re- 
cross tracks should be relocated. 

(3) Adjacent crossings should be 
consolidated. 

(4) Physical conditions at crossings 
should be favorable to the highway 
traveler. 

(5) The proximity of railroad tracks 
should be designated by standardized, 
uniform and unmistakable indication. 

(6) All extraneous signs and devices 
should be excluded from immediate 
vicinity of grade level crossings. 

(7) Railroads should perform their 
full duty in giving notice of approach 
of trains. 

(8) Crossing flagmen should be in- 
vested with authority to arrest persons 
disregarding stop signals. 

VIO. Sarery Trovan City 
PLANNING 


This subject concerns the engineer. 
So immense is its scope that it can but 
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be mentioned here. It has to do with 
matters physical, the arrangement of 
streets, the regulation of new buildings, 
the service of traffic routing. 

It involves tremendous expense. It 
affects that which will be, rather than 
that which is. It concerns the future. 
It is the last of the remedies which will 
help solve the problem. 

Therefore, I shall not attempt to dis- 
cuss any of its infinite ramifications 
except to say that in the future parking 
on busy streets will be for limited 
periods if at all. 

Many merchants, who formerly op- 
posed any parking restrictions, are now 
` coming to a changed viewpoint. Noth- 
ing is more certain in all the great cities 
than that there will be a constant tend- 
ency to eliminate parking. 

America, however, has always met 
its problems not chiefly by restrictive 
measures, but through great accom- 
plishments. We may expect in time 
to have huge parking buildings, more 
boulevards, decentralized cities, and 
other engineering developments to 
meet the needs of the motor age. 


IX. Saretry Turovas Hremwary 
PLANNING 


The committee on Traffic Control 
and Safety of the American Association 
of State Highway Officials is taking a 
far-seeing view of this phase of the 
work. 

Its steady aim is the achievement of 
highways of 18 foot width, the better- 
ment and replacement of present high- 
ways where necessary, the banking and 
widening of curves, the reconstruction 
of low capacity narrow bridges, the 
flattening of boulders and widening of 
fills, and the extension of the line of 
sight at dangerous curves. 


X. CO-OPERATIVE ORGANIZATIONS 


When we leave the strictly official 
regulation of traffic and enter into the 
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subject of.co-operation on part of inde- 
pendent agencies, new possibilities are 
developed. 

Every community should have either 
an individual or a commission respon- 
sible for its traffic, making studies of 
the volume and recommending meth- 
ods for handling. Many such agencies 
exist at this time. Some of those that 
are particularly important naturally 
include the following: 

Existing organized motor clubs offer 
an admirable nucleus for the further- 
ance of street and highway safety pro- 
grams, because of their widespread 
interest in the cause of highway safety, 
their means and opportunity for ob- 
taining publicity, and their community, 
state and national influence. 

The Safe Drivers’ Club is chiefly a 
medium for getting as many individual 
motorists as possible to take an active 
personal interest in public safety. The 
act of joining the Safe Drivers’ Club 
usually consists of signing a pledge 
card, receiving a windshield or other 
emblem and, generally, paying one dol- 
lar or other small sum as membership 
dues. Such dues, where paid, go to the 
community safety organization and 
just about pay the expenses of conduct- 
ing the educational campaign for mem- 
bership in the club. The Safe Drivers’ 
Club is, therefore, not a means of rais- 
ing money for the conduct of commu- 
nity safety work, but is chiefly an edu- 
cational enterprise, self-supporting at 
the best, for securing the interest and 
co-operation of motorists. , 

Highway Safety Committees in a 
considerable number of cities have been 
organized under this name or as “ Vigi- 
lance Committees” to assist the police 
department, by a variety of methods, 
im reporting or discouraging violations 
of the traffic laws and ordinances. 

In many cases such organizations as 
the National Safety Council bear the 
brunt of the work for traffic safety and 
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furnish a focusing point for creating 
and enlightening public opinion to aid 
officials in their performance of acci- 
dent prevention duties. 

Safety programs, which at various 
meetings aim at interesting as many as 
possible of the civic, commercial, fra- 
ternal and professional organizations, 
are very helpful. 

Safety Education Week has been 
another form of popular presentation 
which has done much to drive home 
the safety lesson. 

The community safety orgamization 
is a promotional body having ro legal 
authority or responsibility. It encour- 
ages and supports, through the power 
of public opinion, the police Jepart- 
ment and other public officials in the 
proper discharge of their dutes. It 
helps to secure, for these officials, a 
sympathetic and intelligent public un- 
derstanding of existing or proposed 
legislation, traffic control methods, and 
similar measures for the public welfare. 
It seeks to harmonize by friencly con- 
ference the conflicting views of various 
groups in the community, which might 
otherwise prevent or delay needed im- 
provement. It is a convenient and 
effective medium for carrying on many 
of the specific educational activicies 
which have been mentioned or for 
lending support to any such activities 
which may be carried on by any of the 
organizations or groups working in or 
with the safety organization. It en- 
courages all possible safety act-vity on 
the part of other organizaticns and 
forces in the community. 


XI. Vigorous PunisHhMENT FOR 
TRAFFIC OFFENDERS 


Most of the considerations that I 
have here discussed are educational in 
character, but we know that taere are 
many cases where the remedy does not 
rest in education. 

The statistics of Massachusetts and 
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Maryland indicate speeding asa major 
cause of automobile accidents, 158 out 
of 522 deaths being reported as so 
caused. Intoxication was the cause in 
10 per cent. 

Why any mercy should be shown to 
this type of offender is something that 


the automobile industry does not un- 


derstand. The fear of God should be 
put into every murdering criminal. 
This cannot be done by fines. The 
heedless pay these fines and dismiss the 
matter almost as a joke. Judge Bart- 
lett of Detroit has expressed the opin- 
ion that only jail sentences stop the 
reckless driver. 

The automobile industry believes in 
the rigid enforcement of all traffic regu- 
lations. It pledges its full support to 
every judge who imposes jail sentences 
for proved offenses, no matter how 
severe may be the penalty. We be- 
lieve also in the suspension or revoca- 
tion of license as a penalty. 

In fact, we have reached the point 
where we are willing to recommend 
what may be regarded as perhaps the 
most drastic penalty yet imposed. 

We propose that when, after due 
process of law, a driver of a passenger 
ear is proved responsible for a serious 
accident or death, that in addition to 
all penalties now imposed, that he 
should forfeit possession of his auto- 
mobile for a period to be determined 
according to the seriousness of offense. 
We believe that it is not enough to 
take the license. Take away the car 
too. There seems to us something 
right and fit in making the punishment 
follow the car. 

This punishment could hardly with 
equity be applied to the hired driver 
of a taxicab, a motor bus, or a motor 
truck, since this would impose an un- 
fair financial loss on his innccent em- 
ployers. Generally speaking, these are 
not the drivers who figure in accidents. 
No exception should be made in favor 
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of any who own vehicles they drive, 
whether these be passenger vehicles or 
commercial vehicles. 

It is stated by some that such a pro- 
cedure is confiscation and would be 
unconstitutional. We do not agree 
with this viewpoint. It is present 
legal procedure in all parts of the coun- 
try to take from a man that which he 
has used to the detriment of the public. 
Thus, we find police authorities every- 
where confiscating murderous weapons, 
gambling devices, illicit liquors and 
conveyances used for the transport of 
such liquors. We have seen property 
taken from raided saloons. We have 
seen homes and business establish- 
ments padlocked when they have been 
used for disorderly purposes. If all 
this be legal, we believe that our sug- 
gestion of impounding cars is legal. 

But, if this cannot be done under 
present laws, we recommend that the 
various state legislatures enact laws to 
provide for such impounding. Manya 
man who would be indifferent to a fine 
would miss his car most keenly. 

The point might also be raised that 
the care of impounded cars involves a 
problem and that it might be difficult 
for police authorities to find adequate 
storage space, or to assure return of the 
cars to their owners in first-class con- 
dition. 

Our plan does not involve any munic- 
ipal pound. We can do one of two 
things: either tie up the car in the 
owner’s garage with police seals at- 
tached, orimpound it in a public garage, 
at the owner’s expense, also with police 
seals attached. At the end of the 
penalty period, the police department 
would remove the seals and permit the 
car to be returned to use. 


QUESTION OF LICENSE BY 
EXAMINATION 


Upon the suggestions that I have 
already made, opinion in the automo- 
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bile mdustry is largely in agreement. 
These points also represent the views 
of most of those who have been study- 
ing the situation, since the motor ve- 
hicle business, in making its recom- 
mendations, has consulted with city,- 
state and highway officials for their 
experience and conclusions. 

Other remedies have been proposed 
that raise sharp differences pro and 
con. For example, there are strong 
proponents and opponents of the idea 
of licensing drivers only upon examina- 
tion tests. It has been claimed that 
compelling the driver to prove his eff- 
ciency has a marked tendency toward 
the reduction of accidents, and Massa- 
chusetts is quoted as an example. 
Others believe that the use of the high- 
ways in a lawful manner and in a law- 
ful vehicle is a right and not a privilege. 
There is the further complication that 
in many cases four or five members of 
the same family drive a car and ob- 
taining licenses for them all by exam- 
ination is a process that is more or less 
resented. 

My own feeling is that, while funda- 
mentally the idea is sound, the enor- 
mous number of applicants for licenses 
makes it almost an impossible proposi- 
tion to give anything but the most per- 
functory examination. It would take 
limitless time and thousands of exam- 
iners to attempt to pass on the com- 
petency of all those who wish to drive. 


AGAINST COMPULSORY LIABILITY 
INSURANCE 


Of late there has also been an in- 
creasing tendency to suggest compul- 
sory liability insurance as a panacea. 
This demand calls for provision by law 
so that in case of accident there may be 
available adequate compensation for 
the sufferer. 

Whether such a plan would work out 
is a question. It does seem funda- 
mentally unfair that the victim of an 
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accident should have no power of re- 
covery because the offending driver 
has no assets. 

But any attempt to correct this in- 
justice, by making compulsory liability 
insurance a prerequisite to the issuar.ce 
of a license, might lead to worse injus- 
tice. Itis doubtful whether such a law 
would reduce automobile aceiderts. 
Careless drivers might shelter under 
the protection of this insurance, and be 
still more reckless. 

It would undoubtedly be a step 
toward socialism and would provide 
new obstacles against the enjoyment, 
convenience and profit of individual 
transportation. It would increase the 
cost of motoring to many worthy 
persons who are now careful drivers. 
In fact, the additional cost would 
deprive many of the ability to own an 
automobile. 

Particularly would this work injus- 
tice against the farmer. Actvally, 
there is little need of protecting the 
public against the farmer driver, for 
he is in most cases a very cereful 
motorist. 

The automobile industry has not up 
to this time been able to convinze it- 
self of the equity or the efficienry of 
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compulsory insurance as a safeguard to 
traffic. 


A UNIVERSAL OBLIGATICN 


I have given here a general summary 
of the problem and outlined methods to 
meet it. Each man can render some 
aid. 

We are unworthy to share the bene- 
fits of civilization unless we do our ut- 
most to safeguard our people from 
such perils as its machinery develops 
unless properly controlled. 

Twenty thousand men, women and 
children will die on street and highway 
in 1925 unless we effectively intervene. 

Protection of the public ways entails 
a peculiarly democratic obligation. 

Onto their surfaces of asphalt, brick, 
concrets, clay or macadam empty daily 
the nation’s units, greatest and low- 
liest, proudest and humblest, richest 
and poorest, strongest and weakest. 

Over their crowded routes, whether 
afoot, whether by mass transportation 
in the electric trolley or individual 
transportation in the gasoline automo- 
bile, all must pass on the way to home, 
to toil. to education, to pleasure, to all 
the myriad activities of life. 

We have done ill until this universal 
transit be freed of danger. 


Traffic Violations and the Court 


Detroit’s Violation Bureau 


Bz Soron E. Ross 
Detroit Burzau of Governmental Research 


N many urban centers the motoriza- 

tion of traffic is substantially com- 
plete. In Detroit and Los Angeles, 
for example, there are as many auto- 
mobiles as families and there is an 
automobile seat for every person. 
This replacement of loccmotion by 
““motor-motion” means that most of 


our citizens are now operators of auto- 
mobiles (which are potentially dan- 
gerous weapons) and as such make a 
large use of public highways both as 
traffic channels and storage spaces. 
It is essential, therefore, that, from 
botk the standpoint of public safety 
and to secure the impartial and 
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efficacious use of public highways, a 
comprehensive code of regulations be 
taught the public and be strictly en- 
forced. 

‘ Public interest in reasonable traffic 
regulation is reached through wide 
dissemination of the printed statutes, 
press articles, lectures, instruction in 
the schools, special schools for drivers, 
and the examination of applicants for 
operators’ licenses. Enforcement of 
these regulations is being carried out 
by the apprehension of offenders by 
the police departments, and the trial 
and punishment of offenders by the 
criminal courts. ‘The detection and 
apprehension of offenders is ar can be 
well taken care of by the use of a 
sufficient number of traffic and motor- 
cycle officers, but the trial and punish- 
ment of thousands of petty offenders 
by means of the elaborate and expen- 
sive machinery of the criminal courts 
has placed a burden on these courts 
that they are in most cases unable to 
handle without costly expansion. How- 
ever, inasmuch as judicial action in the 
disposition of these cases seldcm goes 
further than the imposition of arominal 
fine, the expansion of our courts to 
handle such appears unwarranted. The 
problem of an expeditious disposition 
of traffic law violations is faced by all 
our urban communities. 


CREATION OF “VIOLATION BUREAU” 


The penalization of offenders has 
heretofore been exclusively a matter 
of court jurisdiction, although about 
98 per cent of traffic offenses are of so 
minor a character as to make this 
procedure somewhat ridiculous from 
a practical viewpoint. Recognition 
of this absurdity, coupled with the 
emergency of an overburdened court 
in which hundreds of violators and 
scores of policemen fill court rooms 
and halls to overflowing on “Traffic 
Violators days,” has caused Detroit 
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to create a “Violation Bureau” at 
Police Headquarters to dispose of most 
of these cases without court action. 

In Detroit in May and June the 
average number of traffic violation 
complaints was about 300 per day, 
with many violations overlooked or 
disposed of by reprimands because of 
the practical impossibility of following 
up a larger number, and the reluctance 
of police officers to spend an excessive 
amount of their free time in court. 
Even with this number, conditions 
were very unsatisfactory, not only be- 
cause of the court congestion, but also 
because a large number of the officers 
were kept in court away from active 
duty or on their own free time, and 
because of the great inconvenience 
caused the citizens who were kept 
waiting from three to five hours for 
their cases to be heard. 


On August 1, 1924, a new “ Violation 
Bureau” was established to serve: 

(1) As a clearing house for all traffic 
violation complaints. 

(2) As a record for all traffic of- 
fenders. 

(3) To dispose of all cases where the 

- plea was guilty and judicial 

action was not indicated as 
necessary or heavy penalty 
desirable, and 

(4) To send to court all serious cases 
and the cases of “repeaters” 
where the imposition of nomi- 
nal fines had proved futile. 


To carry out this project, a new type 
of card for reporting traffic violations 
was put in use. These cards are made 
out in duplicate, the original being 
given to the offender or attached to his 
vehicle, and the copy forwarded to the 
violation bureau. One side of the 
violation card is reproduced. 

These cards are issued to the officers, 
and individual receipts taken, so that 
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Violation 
Precinct NOs 4442 45 des F oes Card NG vas cid vase tua es 
DETROIT POLICE DEPARTMENT 
Times erremusina Sas ASM; “Date siete a a .. a a See 192. 
P. M. 
Tors tieuna aa Ss a eed. E GAA a aa n CE a E EN 
Address... n. uunenaenon ana e Ue oe ees BUS a aa E a Ea CATE ae St. 
near 
Operator’s License No. ........0 cece eee Car License No.... Laos fee eee 


To THE OFFENDER: 


You are directed to report within £4 hours (Sundays and Holidays excepted) at 
the Violation Bureau at Police Headquarters, Beaubien and Macomb 
Streets. OfEce Open 8.00 a. m. to 10.00 P. m. 


Ir Yov Far ro So Rerorrt a Warrant May Ba Isavep ror Your ARREst anp You 
Wur Bs REQUIRED TO Answer To Tats CHARGE In CouRT. 


BE SURE TO BRING THIS CARD AND YCUR DRIVER’S OR OPERATOR'S LICENSE WITH YOU. 


Panxea (Impounding) 
ee ere Overtime 

a's Sintec Improperly 

. .....In prohibited zone 

. In street 
.... ...-In alley 
ee ee Within 16 ft. of fire hydrant 
Parkina (Other than impounding) 
aT a Opposite safety zone 
EEEE In front of building ertrance 


tee ee 


FAILURE TO STOP 

EET At stop street 
. . When leaving alley or driveway 
. . With street car 


Drrvine Trovan 
SLING al Sark Occupied safety zone 
uations: Street to left of street car 


S acca Miles per hour 

ree re oe Exceeding half legal rate at 
street car lines 

eluded aoe Exceeding half legal rate 
turning corners 


Violation other than above, if any....... 


Lieuts 
eee Both headlights out 
. . „One headlight out 
. .... Tal light out 
St. «aerate Glaring headlights 
Horn 
eT oe Blowing horn except for signal 
CUT-OUT 
RET Muffler cut-out open 
Licens PLATES 
..  . .... Missing 
. . ......Obseured or dirty 
iets . Improper plates 

Darvine LICENSES 

sacs ews No operator’s license 
eats , Operator’s license not on person 

AEREE See No chauffeur’s license 


TENER Failed to give proper signal 
RrcxLuEss Drivine 
.... Endangering pedestrian 


oe ep meme eee ere rer he ee ere de eer eer eee ven eme eae 9* = hee Ce 2 yw t 


Place where violation occurred.......... 


PERRE asia Car not under control 

ee er Violating right-of-way 

Poa eile. Bieta ce dae ats oie ate ee aaee St 
Near 
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all officers can be held accountable for 
all cards used. 

The reverse side of the cacd carries 
the following instructions to offenders: 


To THE OFFENDER: 


When you appear at the Violation 
Bureau— 


1. If your record for the past year has 
been satisfactory, you will be ellowed to 
pay a sum of money or if you prefer, to go 
to court to stand trial for your violation. 
If you make the requested payment it will 
be turned into the general fund of the City 
in the same way as if it was a fine collected 
in Court, and there will be no further action 
taken against you. 

2. If you are not guilty of the violation 
charged or if for any other reason you 
care to pay the sum required, you must 
appear in Court for trial and must wait 
at the Bureau until you are served with 
a summons to appear in Court. 
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8. If you, although guilty of the violation 
with which you are charged, refuse to make 
the requested payment because you prefer 
to go to court for trial, the fine imposed by 
the Court may be more or less than the 
deposit, or you may be sentenced to the 
House of Correction or you may be 
sentenced to both fine and imprisonment, 
in accordance with the opinion of the Court. 

4. For subsequent offences, either (1) 
a greater deposit will be required, or (2) 
you must go to court without the option 
of making a deposit. 

5. The amount of the required deposit 
varies with (1) the type of violation, and 
(2) the number of violations. The mini- 
mum amount is $1.00 and the maximum 
$10.00. 


The duplicate copy of the violation 
record is the same on its face as the 
original, but the reverse is used as 
a memorandum by the reporting officer, 
as follows: 


DETROIT POLICE DEPARTMENT 
Viotation Bureau 
PATROLMAN’S Report 
To be filled out only in those cases that may go to court 


ee | 


Owner of Vehicle....... .. 
Address....... 0.0 .. Oia 
Style of Vehicle and Make. 
Operator’s License No. 
Violation.. ......... 


sr.o. svnsys u č s’s č osasaar kewaawnya âē naaa ē bol’ 


Do not write here. 





Besse ‘s 


st» vvus. wvvpa 


= se varvas 


seret se s č ssns’sawn’oaoal ë ernesrreyganaypranlnlnl 


i č > bog ea: ē s»sss’ o sH veper vwosnbs‘ 


.. o osssovinvwvonsponap’o o 


e eee vvtrurtruevvaoęe eo’ 


oe =». eh ee ewe he p’ o’ 


> ee eevee nme awanmeane 


ee | 


ewer e eer ee een eer eee mane 


ee ere © bae BS Be 


r.e @8 eve ws e ee ee we eee He Bee 


Pe ee ey 


Ce oeos osvsgas, woy, vv onp ë os 


..seasr:z n“ č nans č ssal 


>» sss esa nnana gartronrnvrnva’ ù aunan enaau‘ 


serras ssa >» 


Ce esos ovawsg ē apod‘ 


Officer in Charge. 


TRAFFIC VIOLATIONS AND THE COURT 


The reverse side of the duphcate 
card is filled out only in cases of serious, 
unusual, or flagrant violations. foz 
which the offender may be sent to 
court for trial. When the officer mak- 
ing the complaint has completei his 
record and turned the card in to his 
precinct, he is not required to giv? any 
further attention to the case, unless 
notified by the Violation Bureau that 
he will be required to appear in court. 
This notification to the officer is made 
by returning to him the violation card 
he sent in and the court notice issued 
by the Violation Bureau. 

The card served upon the violatcr 
directs him to report to the Viclaticn 
Bureau. When he appears at tke 
Bureau, he is, except in the more 
serious instances, permitted to make 
payment according to a fixed schedule 
or if he so desires, he may go to court 
for trial. Ifthe offender prefers to go 
to court, he is forthwith served wizh 
a court notice. In the first month of 
operation, no one who was given this 
option of making payment failed to 
take it. 

When the payment i3 made, a zeceipt 
is issued as below: 
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This receipt is made out in duplicate: 
One copy is issued to the offender when 
he makes payment and the other is 
filed as a check on the money received. 
The money is forwarded daily to the 
city treasurer. ‘The accounts are 
audited monthly. 

This system im effect permits the 
offending citizen to fine himself to 
serve his own convenience and the con- 
venience of the public departments 
concerned. It was put into effect 
after an understanding was reached 
with all the officials concerned, in- 
cluding the judges of the criminal 
court and the legal departments of the 
city and county. It has, as yet, not 
been sanctioned by the passage of a 
city ordinance, but this will probably 
follow in the near future. An informal 
approval of this scheme was obtained 
from the City Council prior to its 
being placed in operation. It is evident 
that at present these orders of the 
police are not legal summons and that 
offenders may ignore them at will. 
However, such procedure would result 
in the issuance of a summons personally 
served. During the introductory peri- 
od an expected number of these orders 


DETROIT POLICE DEPARTMENT 
YiouazTION Burnau 


Operator License No.... ... .  .. 
Received from ...... .cssseeeee ; 


easan asaooasroo ksowsnvo odv ‘wd naa 


“enas sene wae 


tarse’ 


F. H. Crovt, 
Police Commissioner 





I hereby forfeit to the City of Detroit the sum of $.. .... 00 for the violation described 


hereon in lieu of going to court. 


ee | 
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were ignored. Such cases are now be- 
ing followed up vigorously by the 
police. The new system has had the 
support of the press and has been 
given. full publicity. 


REsuitrine Benerrrs 


The first month’s operation of the 
Violation Bureau showed that the 
Police Department made 17,034 com- 
plaints against motorists during the 
month as compared to 9,888 in July. 
The Bureau handled 12,681 cases and 
collected $32,909 in the nature of fines. 
The courts have been relieved almost 
entirely of the burden of hearing traffic 
cases and enabled to give more time to 
criminal cases. In July, 5,680 traffic 
cases were tried, while in August only 
224 were sent to court. Under the old 
system traffic law violators averaged 
three and one half hours in court 
awaiting trial. The average time for 
settlement of such cases in the Viola- 
tion Bureau is less than five minutes. 
Police salaries should go into keeping 
officers on the job. During July over 
800 police officers spent a total of 
1,050 hours in court awaiting the hear- 
ing of traffic cases, but in August the 
officers spent only 45 hours in court. 
This means that busy congested corners 
had increased police supervision and 
that motorcycle officers kept closer 
watch for violators. Everyone con- 
cerned has been benefited—the courts, 
the police, and the violators. 

The Police Department has made 
every effort to play fair with the public 
and in about 8 per cent of the com- 
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plaints, where a substantial doubt 
existed or a warning seemed the only 
action warranted, the complaints were 
withdrawn. However, only the chief 
of the Bureau is empowered to with- 
draw complaints. Omitting the with- 
drawn complaints, 984 per cent of all 
the rest were settled by payments to 
the Bureau and 1ł per cent were sent 
to court for disposition. This ratio is 
57:1. The whole number of cases 
handled would have averaged 550 per 
day for the court, which would have 
more than taken up all the time of one 
judge and his court room staff. Where- 
as, with the sifting out and disposition 
of the unimportant cases by the 
Bureau, only the equivalent of one 
day’s time in a month was consumed 
by the court. 

To summarize the results obtained, 
the Bureau has: 


(1) Relieved congestion in the traf- 
fic division of the criminal 
court. 

(2) Done away with the holding of 
large numbers of police and 
traffic officers in court, wait- 
ing to testify, away from 
active duty. 

(3) Relieved accused drivers of 
long waits in crowded court 
rooms, which usually consti- 
tuted more of a punishment 
than the penalty imposed by 
the judge. 

(4) Instituted a more complete and 
unified record of all traffic 
offenders, so that ‘‘repeat- 
ers” can be more heavily 
punished. 


The Automobile and the Police 


By Arco MANDEL 
Daytcn Research Association 


N so far as the police department is 
concerned, the automobile has nct 
proven itself an unmixed blessing. 
While, on one side of the equation, it 
has added a means of improving th2 
effectiveness of police departments, it 
has, up to date, added more on the 
other side of the equation to the diff- 
culty of the already difficult and com- 
plex problem of crime prevertion. 
Tradition plays a very strong part in 
the administration, methods and oper- 
ation of American police departments 
and it has been a slow process to bring 
about the required adjustments neces- 
sary to meet the changing condizions 
resulting from the universal use oi the 
automobile for dishonest as wel as 
honest purposes. 

Certain crimes and various phas2s of 
disorderly conduct may be considered. 
as being directly preventible by the 
police. The presence of a protective 
force will prevent the commission of a 
burglary or a holdup or minor disturb- 
ances against the public peace. To 
prevent this type of crime or miscon- 
duct, policemen are assigned to patrol 
definite districts or beats and are made 
responsible for the peace and order in 
the districts assigned to them. The 
more frequently a policeman can ccver 
every point on his beat, the more effec- 
tive is he as a crime prevention force. 
Inasmuch as the amount of territory a 
policeman may have under proper 
surveillance is extremely limited; the 
foot patrolman is handicapped very 
seriously in his ability to prevent crime. 

As a rule, the patrol beats in -he 
business sections are small, so that the 
policeman finds it possible to traverse 
it with sufficient frequency to be of sezv- 


ice if necessary, but in the residential 
sections, the patrol beat is too extensive 
for the policeman to be of any real 
value. Except for the misguided be- 
lief of security that citizens have, the 
use of a foot patrolman in the residen- 
tial sections is practically nil. 


ADVANTAGES oF AUTOMOBILE 
PaTROLLING 


The obvious answer to this problem 
has been to employ a sufficient number 
of policemen and to reduce the size of 
the beats to a workable unit, but 
for financial reasons cities have been un- 
able to cope with the situation by this 
method. With the advent of the 
automobile, however, police depart- 
ments have been provided a means of 
making the patrol method a greater force 
in the prevention of crime. The intro- 
duction of automobiles in this service 
has made it possible to do better work 
over a larger territory, with the same 
number of men patrolling. The ad- 
vantage gained from the use of auto- 
mobile patrolling is either a reduction 
in the number of men in the patrol serv- 
ice or, because police departments are 
usually undermanned, the advantage 
to be gained is covering the territory 
now assigned to foot patrolmen more 
frequently. 

The usual method of employing the 
automobile in patrolling is to assign 
two policemen to a car, who drive at a 
rate of speed consistent with ability to 
observe, in passing, conditions on the 
beat. When circumstances warrant a 
closer investigation, the automobile is 
stopped and one or both of the men 
proceed to investigate more closely. 
In this way, all of the advantages of 
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foot patrolling are obtained, to which is 
added the advantage of frequent sur- 
veillance of every part of the beat. 
The superintendent of the Detroit po- 
lice department, in his request for an 
appropriation for motor equipment for 
patrol service, stated to the Common 
Council that two men in an automobile 
were moreeffective than six men on foot. 

By the use of the automobile in pa- 
trolling service, the policeman is given 
an even chance in coping with the crim- 
inal. The latter realized early the 
unusual advantage of using an automo- 
bile in his business and unless a police- 
man is able to travel as rapidly as the 
criminal, he stands little chance of 
apprehending or investigating suspi- 
cious characters who operate with 
motor equipment. 

It is not necessary in order to be a 
preventive force that the policeman be 
on the spot at the time. It is sufficient 
if he has the means of arriving quickly 
and unsuspectedly in any part of his 
beat. This the automobile makes 
` possible. 

Another benefit accruing to the pub- 
lic from the common use of motor 
equipment by policemen is the emer- 
gency aid possible to be rendered with 
equipment that can be carried in auto- 
mobiles: A first aid kit for injured per- 
sons, lanterns for marking dangerous 
places which have not been reported, 
fire extinguishers, heavy firearms, and a 
score of other implements that the 
policeman may find useful in his task of 
coping with criminals and in being a 
general handy man to the community. 

-The proverbial criticism against 
police departments has been that a 
policeman is never available when he is 
needed. With the extensive territory 
a policeman must cover, it is only by a 
fortunate coincidence that one will 
pass the door or be on the block when 
he is wanted. For example, in one 
city of sixteen square miles, with fifteen 
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foot patrolmen assigned to as many 
beats on the night shift, it is evident 
that some definite means had to be 
provided to make policemen available 
within a few minutes after a call. The 
motor vehicle has solved this problem. 

An increasing number of cities arë 
erecting patrol booths in their outlying 
sections, from which point of vantage 
two men, as a rule, equipped with a 
motor vehicle, operate. One remains 
in the booth at all times to receive tele- 
phone calls, while the other patrols the 
vicinity. Within a few minutes after a 
call arrives, help can be had by the 
citizens in the district limits covered by 
the particular booth. This method 
has been found very practicable and 
very efficacious. With the required 
number of booths strategically located 
throughout the city, good police pro- 
tection is secured. Through immedi- 
ate availability of policemen placed on 
the main highways near the outskirts of 
the city, the police are enabled to close 
all avenues of escape for criminals who 
“pulled off” a big job in the city or to 
apprehend those who are escaping from 
a job in another city. 

In conjunction with automobile pa- 
trolling and the patrol booths, high- 
powered machines called “flyers” are 
maintained at the precinct stations 
with men on duty ready to respond to 
calls, particularly of a more serious 
nature, such as bank holdups, rob- 
beries, etc. This service is analagous 
to the response of fire departments to 
fire alarms. And the trail of serious 
crimes committed during the last few 
years with the aid of the automobile is 
striking evidence for the need of police 
departments to be at least as well 
equipped as the criminals. 


PROBLEMS ATTENDANT IN Moror’s 
Wake 


(1) Holdups. The motor vehicle 
has ushered in a new era of crime and 
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police problems, and apparently, a new 
type of offender. Itis a dull day when 
the newspapers do not carry acccunts 
of banks held up or payroll robber‘es in 
some part of the country. Where for- 
merly criminals did not dare to ven- 
ture the invasion of the central pacts of 
cities, it is not uncommon now to have 
these holdups committed in business 
sections in broad daylight. And the 
successful escapes from the scene of the 
crime before the police arrive də not 
help to diminish this banditry. 

When it is realized that in a few 
minutes a bank may be held up and an 
escape practically assured, it is sur- 
prising that there are not more crimes 
of this type. From the records, it 
must be concluded that criminals are 
not deterred by the possibility of being 
caught in the act; but, if deterred at 
all, it is because of fear of capture after- 
wards. State lines have been elimi- 
nated by the automobile. Detection of 
criminals is becoming more and more a 
nation-wide task. In a ride of a few 
hours criminals can come from distant 
cities or from neighboring states, com- 
mit a crime and disappear while the 
local authorities are gathering the de- 
tails of the crime. In the city of De- 
troit a few years ago, at the busiest 
point in the down-town section. a rob- 
bery of a financial establishment was 
staged at nine o’clock in the morning. 
The criminal not only escaped with 
loot, but killed two policemen on the 
spot and wounded another for life. 
The streets were full of people, but the 
marauders disappeared. Fortunately, 
they were apprehended a year _ater. 

(2) Theft. However, the increase in 
this type of crime is not the ony prob- 
lem added to the policing of otr cities. 
The theft of automobiles, agg-egating 
millions of dollars annually, seems to 
be a new crime added to our already 
large category of criminal >3ffenses. 
Whether those engaged in automobile 
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stealing would have entered a career of 
crime it is difficult to say, but it does 
seem reasonable to assume that the 
opportunity, presented by the apparent 
ease with which automobiles can be 
stolen, has induced many individuals to 
attempt to gain a livelihood by this 
method, individuals who otherwise 
would not have undertaken the com- 
mission of more difficult and more 
hazardous crimes, such as burglary and 
housebreaking. To cope with this 
problem, police departments have been 
obliged to detail special squads and to 
establish special bureaus for recovering 
stolen automobiles. This has added to 
the cost of operating police depart- 
ments in those cities where funds were 
available for employing more police- 
men, but, in other cities, it has meant 
a reduction in the number of men as- 
signed to the performance of the usual 
duties. 

(8) Traffie Congestion. It is un- 
necessary to describe in detail the traf- 
fic problems created by the universal 
use of the automobile. Our city 
streets were not planned for storing 
miles of automobiles, providing, at the 
same time, facilities for a continuous 
stream of traffic. The result has been 
the adoption of elaborate rules for 
controlling and regulating this un- 
dreamt of traffic. To enforce these 
rules requires policemen, and it has 
been a case of either detailing men from 
the routine crime preventive duties to 
traffic regulation or to increase the 
personnel of the department. Where 
the latter measure has not been possible, 
it has meant the subtraction of men for 
traffic duty from a force already inade- 
quate for crime prevention. And even 
in those cities where additional police- 
men are available, the crime-preven- 
tion function suffers because the pub- 
lic, by its failure to regard the expendi- 
tures for traffic control as separate from 
those for the old line duties, denies 
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sufficient funds to meet the need of a 
growing city for increased crime pre- 
vention facilities. 

(4) Loss of Lafe and Accidents. In 
the hands of irresponsible people, the 
automobile is a deadly weapon. Upon 
the police, as a community agent re- 
sponsible for the protection of life, 
has fallen the overwhelming task of 
preventing the almost wanton killing 
and maiming of men, women and chil- 
dren. The policé department of Detroit 
has created a bureau of accident pre- 
vention, employing twenty policemen 
who do nothing but investigate thou- 
sands of accidents occurring in that 
city annually. These new functions 
call for reorganization in police depart- 
ments, both as to methods and type 
of personnel. To some, it is a question 
whether regulation of traffic and the 
promotion of traffic has not become a 
sufficiently serious problem to be han- 
dled by a distinct department separate 
from the police, headed by men whose 
time and attention can be devoted to 
this alone and who will attack the prob- 


lem scientifically. It is inevitable that — 
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the crime prevention and protection 
functions of the police department 
should suffer so long as the money ap- 
propriated to police departments will, 
with increasing amounts from year to 
year, be devoted to traffic' regulation. 
When from 10 per cent to 20 per cent of 
the men and money of a police depart- 
ment is devoted to traffic control, it is 
important that the sums appropriated 
to police departments be analyzed by 
or for the public. 
Living has been accelerated by the 
automobile. This acceleration, from 
the standpoint of police departments, 
has made old problems more complex 
and difficult and has created new ones. 
With time and distance practically re- 
moved, police problems have been ex- 
tended from local to metropolitan re- 
sponsibility. If police departments 
hope to meet the new conditions with 
any degree of success, they must read- 
just themselves more quickly than has 
been their habit or inclination in the 
past and they must realize that tradi- 
tional methods and organization are 
ineffective in arapidly changing society. 


Protective Measures for the Automobile and Its Owner 


By E. Acsrixn BAUGHMAN 
Commissioner of Motor Vehicles of Maryland 


“ T)ROTECTION to the automobile 

owner” means laws and regula- 
tions which at times are bound to be 
thought irksome to the automobile 
owner. 

This thought should always be borne 
in mind when the subject of automobile 
laws is being considered. By this 
method, greater co-operation will be 
obtained and better laws enacted. 
Any law, to be effective, must have 
penalties; it must have “teeth in it,” 
and these teeth cannot but at times 


bite down upon some person who would 
lose his or her protection from crimi- 
nally and habitually reckless operators, 
if the teeth were not there as a deter- 
rent. To “draw the teeth” of any 
law leaves the criminal unafraid to pur- 
sue his way undisturbed—to steal cars, 
to drive while drunk, to run over and 
maim or kill other persons and then 
speed away. Thus, automobile regu- 
lations must be put under the heading 
of ‘criminal laws.” This fact makes 
the matter of automobile regulation the 
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more difficult because the vast ma; ority 
of violators of an automobile law are 
not criminals in the accepted serse af 
that word. And yet, they must, with 
what good grace they can muster, bow 
to the penalties in the law when they 
innocently or inadvertantly violate its 
provisions,—this that the law may b2 
made a real instrument for good and 
not become obsolete through partiality 
in enforcement. 

Motor vehicle control must b2 
grounded upon four essential require- 
ments. Although continued expansion 
of motor vehicle traffic may requir2 
enlargement of regulatory power, ex- 
perience leads to the belief that these 
four requirements are basic and essen- 
tially permanent. 


PROTECTING THE AUTOMOBILE 


Proper and effective regulation and 
control requires that a close check at a] 
times be kept on the individual car, 
once it has been identified and recorded 
at some central place and under afficiel 
supervision of records. This record cf 
the car as it goes into the “used-car” 
class must be permanent. Heady 
identification and a maximum of ease, 
in tracing to its owner any car seen on 
the highways, must be provided. Be- 
fore being turned loose on the highways 
the driver, for the protection of h:mse_f 
and to safeguard others, must undergo 
some mental test and in addition give 
practical demonstration of his ability 
and fitness to drive. Once permitted 
to operate, the driver at all times must 
be easy of identification and location 

These ends are best accomplished, I 
think, in the following manner: 

First, there must be a titling law; 
second, the ordinary system of vearly 
registration and issuance of a num- 
bered metal tag to be displayed oa 
cars; third, each chauffeur or operator 
must submit to mental examination 
and give practical demonstration of h-s 
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or her ability to operate a car; and, 
fourth, every driver should be assigned 
a numbered permit to drive without 
which he cannot operate a car. 

The title law, although it is men- 
tioned first in chronological order, con- 
stitutes the latest addition to the more 
modern systems in the progressive 
states of the Union. In addition to its 
other advantages, it has done much to 
check automobile thefts. It has made 
the “auto Jack’s” vocation more haz- 
ardous and correspondingly less prof- 
itable. Under this law, if properly 
drawn and stringently enforced, no 
motor vehicle can be bought or sold 
without there first having been an ex- 
change of a title deed between vendor 
and vendee and a centrally supervised 
recording of this deed. This title deed 
should contain a description of the 
external characteristics of the car—its 
type of body, type of wheels, etc.—as 
well as the original factory-given num- 
ber of the engine or motor. 

Being originally designed to prevent 
theft, such a law should have the most 
stringent and severe penalties possible. 
The engine number, as a permanent 
method of identification, must be pro- 
tected from forgery or change. Penal- 
ties including jail sentences, in {dition 
to fines, should be provided for the 
mere having in possession of a motor 
vehicle whose identifying numbers 
have changed, been destroyed or oblit- 
erated. Forgery in application for a 
title, misstatement in application or 
any unofficial alteration of a title must 
also be guarded against through severe 
penalty clauses. That owners must be 
made to protect themselves, penalties 
must be provided for “having in pos- 
session” g car for which no title has 
been issued. 

All titles should be issued by, and a 
record thereof kept in the office of, a, 
state official, who shall have power to 
enforce the provisions of the law. 
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Under this system, as introduced first in 
Maryland, and subsequently adopted 
by other states, every motor vehicle 
can be traced at all times to its original 
owner. In addition, the current own- 
er’s name and address will at all times 
be a matter of public record. 

Properly administered, a set of title 
records will give the authorities at all 
times a complete and permanent de- 
scription and record of the present own- 
ership and approximate location of 
every motor vehicle in a state. 

The title record should be kept inde- 
pendent of the system of yearly regis- 
tration of all cars and the issuance of 
numbered identification tags, which 
should be required to be displayed on 
the car at alltimes. These tags, issued 
for a specified car, identified by its 
body design and engine number, must 
not be allowed to be displayed on any 
other car. ‘They should not be issued 
except in the name of the person who is 
the owner of record of that particular 
car. With the tags should be issued a 
“registration certificate,” which the law 
should require to be carried in the car 
at all times, thereby immediately estab- 
lishing the fact that the tags displayed 
were not issued for some other car. 
This system at all times gives to its 
owner speedy identification of and ease 
of tracing any car seen on the high- 
ways. It assures all motor vehicles 
~ being made easy of identification and 
location, through the name and ad- 
dress of the owner of record, after an 
accident or traffic violation. 


‚PROTECTING THE OWNER 


In such cases as just mentioned, 
however, it is ofttimes the driver rather 
than the owner who is wanted by the 
authorities and the complainant. There- 
fore, all regulatory statutes should 
endeavor, first, to keep all persons from 
behind the steering wheel and away 
from the gear control of a motor vehicle 
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until he or she has demonstrated ability 
to operate a car, with the minimum of 
danger to others, and, second, has also 
shown & working knowledge of traffic 
regulations and “rules of the road.” 

Accomplishment of this, to the de- 
sired end, is best reached, I think, 
through the issuance, first, of a “ begin- 
ner’s license” or “instruction permit.” 
Under this permit the new driver 
should be forbidden to operate a car 
unless a fully licensed driver, of ex- 
perience, is on the driving seat beside 
him. This permit should be good only 
for a limited period, but should be re- 
newable during the time the applicant 
desires to continue undergoing driving 
instruction. 

After the above prescribed period of 
instruction in actual operation of a car, 
the applicant should report to the li- 
censing authority for an examination. 
First, there should be an oral test to 
determine what the would-be driver 
has learned about the law and what his 
conception of his own and other’s 
rights are on the highways. Passing 
this test, the applicant should be given 
immediate examination as to his actual 
driving ability. Failing in the oral 
examination, he should be told to study 
the law and come back at a later date 
for re-examination. 

With an officer of the state on the 
seat beside him, he should be compelled 
to actually demonstrate his driving 
ability. This driving ability should be 
demonstrated in fairly heavy town 
traffic and not out on an open and oth- 
erwise deserted highway. Only after 
passing both tests should a license to 
operate be given. 

There should in all cases be a pre- 
scribed minimum age for all drivers. 
This should not be under sixteen years. 

Having set a standard that drivers 
must meet before being allowed to 
operate, the state should list and index 
every chauffeur and operator and issue 


PROTECTIVE MEASURES FOE THE AUTOMOBILE AND Its OWNERS 


him a numbered identification card 
containing his name and address and 
physical characteristics. The operstor 
should be compelled, under threat of a 
severe penalty, to carry this cerd with 
him at all times while driving and to 
show it upon demand, following any 
violation or accident. 

These permits, if they are to be ised 
properly, must be subject to suspen3ion 
or revocation. The listed index of 
driver’s records should at all times be 
kept up to date. In addition to the 
entry of suspensions or revocations, 
there should. be kept, througi co-op- 
eration between the highway petrol 
officers and the trial magistrates, a 
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complete record of all fines and other 
penalties imposed. In this way, each 
driver’s record of conduct, and a de- 
termination of second or subsequent 
offenses is made constantly available. 

Over and above principles and re- 
quirements in the theory of motor 
vehicle control, because these are use- 
less and practically unenforcible with- 
out them, is a body of uniformed, 
trained and motor-mounted police 
highway patrol‘ officers. The psycho- 
logical effect of such a force in re- 
straining ‘the potential “speed king,” 
in discovering and recovering stolen 
cars, etc., is beyond estimating in its 
value. 


APPENDIX 


Tue Trrup Law Iw MARYLAND 


In the year 1919, the climax of an 
epidemic of car stealing hav-ng been 
reached, it became absolutely recessary 
to afford some additional protacticn to 
the motoring public. In order to do 
this, the popularly known “Ti-le Law” 
was passed by the Legislature of 1920, 
becoming effective June 1, 1920. 

The law had been in effect onl: six 
months when the results became ap- 
parent, as evidenced by the following 
table: 


Year Cars stolen Recovered Missing 
1917 556 847 208 
1918 635 526 109 
1919 922 709 213 
1920 596 417 179 
1921 602 525 77 
1922 784 715 c9 
1923 1,850 1,298 ET 


From these figures, it is apparent 
that in 1920 the theft rate was practi- 
cally cut in half, and that the number 
in the missing column grows steadily 
smaller year by year, despite the fact 
that there has been a 20 per cent in- 
crease yearly in the number of cars on 


the street since 1920. During the past 
year there have been an unusually 
large number of cars stolen, but these 
have been quickly recovered, only 57 
remaining out up to November I, 1923. 
Most of these thefts are directly traced 
to joy parties who take cars for a night’s 
ride and then abandon them on the 
road, or to the bootlegger or thief who 
takes them for the trip only. 

“The Title Law was enacted primarily 
to prevent the theft of motor vehicles 
and the disposition of stolen cars in 
Maryland. That it has been responsi- 
ble in a large measure for the condition 
of security now felt and enjoyed in 
Maryland is doubted by no one. 

Not least among the advantages of 
the Title Law is the legal protection af- 
forded both the buyer and the seller. 
The law provides that the vendor must 
give the ‘vendee an assignment of his 
title, together with a statement of any 
liens or encumbrances against the 
motor vehicle. Under this law the 
buyer is assured of a clear title, while 
the seller of a motor vehicle under a 
time sale has the same assurance that 
the car cannot be sold to anyone else 


~ 
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without a statement of his lien appear- 
ing on the assignment. This feature 
of the law is especially advantageous to 
every dealer and finance company. 
This statement will be clearer when the 
following fact is taken into considera- 
tion. Approximately 60 per cant of 
all cars titled in Maryland are bought 
on time sales. These statistics were 
compiled by the writer from cars titled 
in Maryland and the District of Colum- 
bia, and J have no doubt that they are 
about the same in any section of the 
country. The title files are consulted 
daily by dozens of persons for as many 
different reasons, and every mail brings 
requests for information of « like 
nature. Some of these inquires are 
from people who have been in acci- 
dents, and have secured judgments 
against car owners. Others are from 
persons and firms holding liens on cer- 
tain motor vehicles, and still others 
from trustees and receivers in bank- 
ruptcy who are trying to straighten 
out tangled assets. Credit men and 
finance companies are tireless in their 
queries, and the latter have every 
reason to be. And, finally, the title 
files are invaluable to the police de- 
partments and insurance companies, 
both of whom are its greatest users. 

The Title Law has been advanta- 
geous in another respect, and that is 
from a statistical point of view. From 
the engine number files one can in a 
comparatively short time find anything 
from how many 1912 Cadillacs are still 
in existence in this state, to how many 
more Fords were sold than Chevrolets 
in 1928 or 1922; and from how many 
six- and seven-ton trucks are still in use 
in Maryland, to what percentage of cars 
stolen in 1923 are still missing. 
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I think the question asked most 
often of the Filing Department is 
“Find out what John Doe did with 
that Lizzie he used to own.” 

One of the most significant facts to 
be noted about the Title Law is that 
after noting the beneficial effects in this 
state, a number of other states have 
adopted a title law. In most instances 
the law is modeled upon the Maryland 
law and is practically identical with it. 
The chief exception to the above is the 
state of Pennsylvania, which has some 
excellent additions to the Maryland 
law. Atthe present time the following 
states have a title law: Michigan, 
Indiana, Virginia, Delaware, Missouri, 
North Carolina, Florida, Pennsylvania 
and Maryland. Ohio requires that a 
bill of sale pass between the vendor and 
vendee. Maryland is particularly well 
situated in that her four neighbors all 
require proof of ownership before a 
motor vehicle can be sold within their 
limits. The ideal condition will, of 
course, arrive when every state has 
adopted a title law, and the auto 
Jack is driven to abandon his profession 
for the reason that the market has been 
takenaway. Ifthere were none to buy 
stolen cars, the stealing would stop al- 
most overnight. As it is, the average 
car thief is beginning to feel the pinch 
of the law. The game “isn’t what it 
used to be.” The thief in Maryland is 
confronted with the Title Law every 
time he tries to dispose of his ill-gotten 
goods, and should he try to take it out 
of the state, he is faced with the Federal 
Act forbidding the interstate trans- 
portation of stolen cars. 

The proof of the pudding is in the 
eating. In 1928 1,350 cars were stolen 
and all but 57 were recovered. 


The Automobile and Community Planning 


By Jonn InLpER 
Manager, Civic Development Department, U. S. Chamber of Commerce 


HE automobile found us in our 

customary frame of mind, resent- 
ful of an innovation which interfered 
with established habits. From the Jay 
when the drivers of horses cursed an 
occasional devil wagon to the present, 
when crowds of pedestrians, ‘many of 
them car owners themselves, d2nounce 
the delays and hazards at busy cross- 
ings, our attitude has been negative. 
Probably if we had realized back in 
1900 just how drastic are the charges 
which the automobile is forcing udon 
us we would have organized a crusade 
against it. For our lack of imagma- 
tion, instead of being the handicap we 
usually consider it, is probably one of 


the chief factors in our progress, it, 


gives us the courage or the indifference 
of ignorance. 

But we have now reached a point 
where we can no longer progress beck- 
wards, seeking means of keeping thmgs 
as nearly as possible as they were in the 
days of our fathers. Suppression has 
become the dream of a fanatic. We ind 
it difficult to remember even back to 
the time when it was not good form to 
go to church in an automobile—the 
very thought suggests all manner of 
irrelevancies—and when our feelings 
were outraged by the sight of an auto- 
mobile at a funeral. And now regula- 
tion is proving a broken reed. So we 
have got to turn about and face a future 
in which adequate »vrovision will be 
made for automobiles. This involves a 
revision of our practice in city Kuildmg. 

Dreams In City BULDING AND 
RESULTS 


For centuries our cities have b2en 
closely built. An occasional Utopian 
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dreamed of green and spacicus cities, 
an even more occasional one sought to 
create them. Wiliam Penn had a vi- 
sion of city dwellings set among green 
gardens and orchards. Yet before the 
Liberty Bell rang out its message his 
city had become red with its solid rows 
of brick houses. Washington and 
L’Enfant had the vision when they 
planned the Federal City and sought 
to safeguard it by making wide, tree- 
lined avenues. Today, behind the 
building Imes of private property the 
Federal City is almost as overcrowded 
with buildings as is Philadelphia, and 
proposals to cut down street trees and 
widen roadways are constantly being 
advanced. . 

This tendency to over-build has its 
root in the human desires for a 
minimum of effort, for conveniences, 
for companionship. When Benjamin 
Franklin first walked into Philadelphia, 
every step counted. Even in his later 
days when he could drive, distance was 
a matter to take into serious account. 
But the dream persisted. The mass of 
men had caught the vision of the 
Utopians and desired more spacious 
cities. Because of that dream they 
welcomed rapid transit—horse cars, 
elevated railroads, trolleys, subways— 
believing that each of these would make 
the dream come true. On the strength 
of the dream they made a radical 
change in their manner of life. More 
and more those who could afford it de- 
serted the dwelling above the store or 
beside the printing office and set up 
their homes at a distance made accessi- 
ble by the new means of transit. So 
our cities spread out. 

But each of these means of transit 
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had its counter effect. As it made the 
suburbs more accessible from the cen- 
ter of town, so it made the center of 
town more accessible from suburbs and 
what had once been distant communi- 
ties. Consequently more and more 
people came in to the center to do their 
shopping, to attend the theaters, to 
consult their lawyers. And to serve 
these buyers, patrons, clients, more 
people were employed in the center of 
town, people whose hours of work or 
scale of pay made it inconvenient for 
them to live at a distance from their 
places of employment. So we had, as 
on the lower East Side of New York, 
constantly more numerous, more rapid, 
more expensive and more crowded 
means of transit provided in order that 
the workers of Manhattan might live in 
the green fields of the Bronx and Flat- 
bush—fields and green when the means 
of transit were first provided, but quite 
different now—while at the same time 
the population of the thronging East 
Side increased steadily and rapidly. 
The dream did not come true. 

Then city planning in its modern 
phase began. It had run true to form 
in its development. It looked back- 
ward for its inspiration. It saw Old 
World civic centers that put our hap- 
hazard locating of public buildings to 
shame. It saw broad boulevards which 
added to the dignity of cities. So we 
started out to beautify. We again be- 
gan to dream and in some places this 
dream is coming true. Cleveland is 
‘about to realize its dream after some 
two decades of effort and fighting. 
Denver has realized its dream. So has 
Des Moines. In other cities there is 
progress and promise. 

With achievement our dream became 
more magnificent. From civic centers 
and a few great boulevards we ad- 
vanced to visions of park systems with 
connecting parkways. We drew plans 
which included not only the whole city, 
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but much of the surrounding country. 
And again some of our dreams are 
coming true. Chicago, in the genera- 
tion since the World’s Fair, has edu- 
cated its electorate to support the 
‘magnificent city plan that is now 
gradually taking form. Cleveland and 
other progressive cities are expanding 
their vision and giving it form. 


IncREASING CONGESTION AND EFFORTS 
to AVERT 


But so far we followed traditional 
lines. Except where parks or water or 
steep hills interfered, our cities grew 
solidly, the more open suburban de- 
velopments swallowed by advancing 
rows of buildings. And behind these 
rows came skyscrapers, most numerous 
in the center of town but sporadically 
shooting up in other sections. 

It was the skyscrapers that finally 
aroused us and forced us to realize that 


. ancient and medieval and even modern 


Old World examples, though supple- 
mented by rapid transit, do not give 
us all we need, that we must do some 
thinking for ourselves. Old time hab- 
its of concentrating nearly all the busi- 
ness life of the community were pro- 
ducing conditions that mean constant 
loss. High buildings crowded closely 
together darken each other’s windows, 
cut off each other’s air, turn streets into 
sunless canyons inadequate to carry the 
traffic demanded by the abutting popu- 
lation. Rapid transit instead of solv- 
ing the problem has intensified it. Now 
comes the automobile. 

The first obvious effects of the auto- 
mobile’s arrival are in our streets. 
These streets are crowded to a degree 
of which their dedicators could not con- 
ceive. Their death and casualty lists 
exceed those of battle fields. But— 
much more important from the point 
of view of securing action—their inad- 
equacy hampers us in our daily life. 
We are continually annoyed and handi- 
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capped by the steady processior of 
cars that holds us chafing on the carb, 
or we are prevented from leaving our 
car where we wish to alight beceuse 
someone else has already parked there. 
Our first and natural impulse is to 
widen the streets. Every day in every 
city there is discussion of the pros and 
cons of street widening, either by set- 
ting back the abutting buildings, or, as 
a less expensive compromise, narrow- 
ing the sidewalks and so securing more 
space for roadway. 

Evidently such remedies as th2se, 
taken up piece-meal, are mere tenpo- 
rary palliatives. Any practicable in- 
crease of street or rosd width is imme- 
diately filled with more automobiles 
and the status quo ante is restored. So 
we have reluctantly begun to realize 
that we must be more thoroughgoing in 
our search for a remedy, must even 
examine anew some of our most firmly 
established practices in city building. 
‘This brings us face to face with waat 
seems to be the fact, that the automo 
bile differs from our former methods of 
rapid transit in that it demands a good 
deal of space for itself. Instead of 
enabling us to crowd more people into a 
given area, it is forcing us to diminish 
the density of population. The alter- 
natives seem to be, either fewer people 
per square foot or fewer, automobiles. 
Assuming what again appears tc be the 
fact, that we shall elect to have more 
automobiles, the problem is squarely 
before us. 

Following our natural bent as an 
ingenious people who delight in com- 
plicated and expensive contrivances ror 
getting things that nature is ready to 
give us for nothing—such as light and 
air which we first build out and then 
force in—supplemented by our tend- 
ency to the spectacular, some of our 
cities are proposing to double-dezk 
their streets or to dig automobile sub- 
ways. Of course the recent experienre 
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of Pittsburgh with its suffocating tun- 
nel is not to be taken as a warning 
against such projects if they are really 
necessary. This merely demonstrated 
that there are technical problems still 
to be solved, problems relating to the 
automobile as well as to the tunnel; 
for the automobile should nat give off 
deadly gasses whether it is in a tunnel 
or on tke open street. The real argu- 
ment against these proposals is that 
when they have been carried to trium- 
phant completion, we shall be in the 
same situation that we are now, with an 
added tax burden. 

A dim realization of the futility of 
such proposals is making us begin to 
ask some questions. For example, 
what is the most efficient width of road- 
way in terms of number of traffic lanes? 
Most of us, accustomed to rather nar- 
row streets packed to capacity, now 
believe that widening will give relief 
and that “adequate” widening will 
give, “adequate” relief. But some 
who have lived beside very wide streets 
with very wide roadways know from 
experience that they are not cnly very 
expensive, increasingly hazardous to 
pedestrians—for whom isles of safety 
must be made, so narrowing the effec- 
tive roadway by a series of botzle-necks 
—increasingly difficult to police for 
traffic regulation; but that they are ' 
also comparatively inefficient for traffic 
flow because they tempt drivers to pur- 
sue a devious and traffic checking 
course. Ii it were not for considera- 
tions such as these we might, despite 
its cost, widen our streets until by the 
consequent diminution of building sites 
we had achieved that which we must 
finally achieve, though it is to be hoped 
by less costly means, a proper ratio 
between the carrying capacity of the 
street and the traffic needs of the people 
who occupy abutting buildings. 

But this method of winning through 
attrition is too costly. Before the war 
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could be fought to a conclusion on this 
basis it is probable that many battle- 
grounds near the centers of our cities 
would be deserted by a large part of 
their population who would move to 
other and better planned areas. Es- 
sentially similar to the proposal for 
widening streets and thereby diminish- 
ing abutting building sites, is the pro- 
posal to cut new streets through built- 
up areas. The principal effect is the 
same, more street area, less building 
area. But again this is so expensive 
that there seems little likelihood of its 
being carried through on an adequate 
scale. Its advantage is that instead of 
making roadways inefficiently wide, it 
can make them of the proper width. 

So we incline to turn to zoning as 
offering the most promising way out of 
our dilemma. Ifa given bulk of build- 
ing of a given character—industrial 
plant, retail store, theater, apartment 
house, one-family dwelling—crigmates 
a given amount of traffic of given char- 
acter—heavy trucks, delivery cars, 
street cars and busses, taxis, private 
passenger cars, pedestrians—on the 
abutting street, we have a basis for 
computing the ratio which should be 
established between building bulk and 
street width or roadway width. Hf a 
given roadway width is most efficient 
for traffic flow we have another factor 
which can be taken into account. Then 
we can decide whether to widen the 
street, to open a new street or to regu- 
late the character and the bulk of abut- 
ting buildings. The last seems likely 
to prove the least expensive and the 
most effective. 

But this, of course, takes account 
only of the first obvious effect of the 
automobile’s arrival. The picture we 
have had before our mind’s eye so far 
has been a busy business district with 
nearly continuous lines of moving cars. 
Except for those of us who live or work 
in the centers of a very few of the larg- 


est cities this picture is supplemented 


by one of even more continuous rows of 
parked automobiles. In the very few 
exceptional cities the parked car has al- 
most disappeared downtown where the 
streets wear a comparatively deserted 
look to the visitor from a bustling town 
up state or out west. The revulsion 
against much too much has thrown 
them all out, with what- effect upon 
the business of the downtown area is 
only Just beginning to be indicated by 
stories of firms which have moved to 
sites where automobile customers can 
still get at them. This moving of 
business firms because of traffic con- 
gestion is one we must study with 
some care. Because certain chain 
stores were located on corners where 
traffic counts showed the greatest 
number of pedestrians passing, many 
of us jumped to the conclusion that 
these were the most valuable loca- 
tions for business, or at any rate for 
retail business. Now because certain 
stores are moving from the center of 
town many of us are getting ready to 


jump to the conclusion that all busi- ° 


nesses depend on an automobile trade. 
This jumping habit saves mental effort, 
but it does not lead to good city plan- 
ning. 


Tue PARKED CAR 


The parked car, however, again 
raises the question of space and of a 
ratio. First, shall parking space be 
provided by the city, (a) on its streets, 
(b) on other public property, and, if so, 
shall it be provided free or for a fee? 
Present practice is to provide it free 
and on the street until the situation 
becomes intolerable, then to seek other 
public spaces and perhaps to charge a 
fee. But except where streets are very 
wide or where considerable unbuilt- 
upon areas remain within easy reach of 
the city center, these expedients prom- 
ise no adequate relief. New space in- 
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vites more cars. So we return to the 
ratio. A given bulk of build:ng of a 
given character draws to it cars the 
number and character of which can be 
fairly definitely determined. Shall the 
city provide parking space for these 
ears or shall the building itself make 
such provision? Shall we widen the 
street and so diminisk the building site, 
or shall we provide on the building site 
storage space adequate to meet the 
needs of its occupants? Indications 
are that the latter will prove our ulti- 
mate policy and that in those sections 
of the city where populous and expen- 
sive buildings cannot be remodeled, 
either near-by accommodations will be 
found for the cars of tenants or those 
sections will find themselves in a losing 
competition with sections more for- 
tunately situated. In either cese den- 
sity of population will be diminished 
for the car will displace a human, and 
the capacity of streets to carry trafic, 
of private land to shelter both cars and 
their owners, will tend to set a limit 
upon land occupancy. 

So in new areas, more slowly in old 
areas as existing buildings are displaced 
by modern structures, we shall tend to 
establish an equilibrium between build- 
ing and street so far as regular occu- 
pants of the building are concerned. 
But additional to the regular occupants 
are many casuals who visit the build- 
ing or the district only occas.onally. 
Experience should show how many of 
these may be expected in an area of a 
given character. Accuracy of estimate 
increases with the size of the unit. We 
can forecast fairly definitely the death 
rate of a city, but we cannot [oretell 
the death rate among six specified indi- 
viduals. The casuals visiting a certain 
office building or retail store may vary 
considerably from year to year with 
changes of tenancy, but the casuals 
visiting a number of office buildings or 
patronizing a number of stores are more 
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likely to remain nearly constant. It 
will be a business asset to the district 
if parking space is provided for them, 
and such provision may be considered 
a proper public function, because it 
affects the general well-being instead 
of redounding to the continued profit of 
easily ascertained individuals. Wheth- 
er this public parking space should be 
on the street—provided it does not in- 
terfere with traffic flow—or on less 
expensive locations is a question that 
each community must answer for itself. 
Were it not that accessible locations off 
the street are likely to be built up un- 
less secured immediately, the question 
might be left until moving traffic 
pushes the parked car off the street. 
Because of that likelihood the city 
planner must indicate public parking 
spaces now. 


Wuar 1s HAPPENING to OUR STREETS 


While the downtown or business 
areas we have been discussing consti- 
tute the most urgent part of the prob- 
lem, it is not the only one that has en- 
gaged our attention. Almost equally 
interesting is the arterial highway by 
which the working population of the 
city centers speeds to its homes, oralong 
which moves the traffic between sepa- 
rate business districts. These arterial 
highways are already in existence. 
Some of them were created for their 
arterial purpose in accordance with old 
time city plans, some are merely streets 
differing from others only in that they 
afford a more nearly direct through 
route than do neighboring streets. 
For them a new definition of an old 
word has been evolved. They are 
styled boulevards and traffic on them 
has right-of-way over traffic on cross 
streets. Had the city planners and 
city builders of a decade or more ago 
clearly foreseen the time when their 
arteries would be dedicated to auto- 
mobiles at express speed they might 
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have saved us some expense by avoid- 


ing grade crossings. For the elimina- 
tion of grade crossings, not yet com- 
plete along the railway lines, will 
before long appear as an item of im- 
portance in street and highway build- 
ing. 

Another change made by the auto- 
mobile in once accepted city plans is 
that a considerable proportion of these 
through routes or arteries avoid the 
city center, diverting traffic away from, 
not toward the business streets. Un- 
less they are successful in this the cal- 
culations of those who are figuring 
ratios between bulk and character of 
building and street width will be com- 
plicated by the necessity of making 
provision for through traffic which has 
no purpose in invading the downtown 
area, We still get an occasional traffic 
report which rejoices in a, showing that 
prohibition of downtown parking has 
permitted through traffic to move more 
smoothly. The parked car had a pur- 
pose where it was, the through car 
came that way to everyone’s annoy- 
ance merely because no equally good 
alternative route had been provided. 

Away from the center or the centers, 
branching off from the arteries, are the 
neighborhood roads, leading to the 
homes of the coramunity. Here again 
we face the questions of space and of 
ratio. One of our newest dreams in city 
building, made more practicable by the 
distance-shortening automobile, is that 
our communities shall no longer be ex- 
panding solid masses of brick and stone 
and paving material. In order to make 
our vision clearer we have begun to talk 
planning, not in terms of a city but in 
terms of a metropolitan area. In that 
area we picture a considerable number 
of communities, each more or less self- 
sufficient, grouped about a metropolitan 
center which was the old time city. 
These communities are separated from 


the center and from each other by broad 
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belts of open land, not parks merely but 
farms, orchards, truck gardens, woods. 
With well-paved arterial highways, or 
perhaps even narrow strips of built-up 
land crossing them, as old London 
Bridge with its flanking rows of shops 
crossed the River Thames, these open 
spaces mean to the automobilist only 
five minutes more in the open air. But 
that is still largely of the future; for 
while industries and commerce are 
now establishing the satellite communi- 
ties we have not yet found a means of 
preventing them and the parent city 
from constantly extending their edges 
over the open area between until they 
merge as have those of Philadelphia 
with Kensington, Nicetown, Tacony. 
So, home neighborhoods for the major- 
ity of large-city dwellers still mean rows 
of houses or apartment. buildings con- 
nected with their work places by other 
rows of buildings. In such neighbor- 
hoods the ratio must be applied. Es- 
pecially in apartment house districts 
has it become necessary to decide for or 
against street widening and to seek 
storage space similar to that provided 
downtown. 


CLASSIFYING TRAFFIC 


To the dweller in these crowded 
home neighborhoods has become in- 
creasingly important the question of 
segregation or classification of traffic. 
It is bad enough to have the curb be- 
fore his house constantly occupied by 
the cars of strangers, but it is even 
worse to have his peace disturbed, his 
house shaken, by heavy lumbering 
trucks and to have his special assess- 
ments increased by bills for repaving 
the streets those trucks have broken 
up. Zoning classifies buildings by use, 
creates districts of distinctive charac- 
ter. City or community planning is 
called upon to supplement this by pro- 
viding thoroughfares of like distinc- 
tion. To build all streets strong 
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enough to carry heavy trucks is ex- 
travagance. To pave and repave 
streets ruined by uses for which they 
were not designed is folly. To classify 
traffic and provide for the needs of 
each class is an economy upon which we 
are about to enter. 

And this again will make for spa- 
ciousness in our cities. The cost of a 
house lot is not so much in the land as 
in the improvements. A light road- 
way, the medium priced roadwey for 
which the engineers are now seeking, 
reduces the cost of the lot. Zoning, 
which not only determines for £ long 
period the character of a neighborhood 
but sets a fairly definite limit to its 
population by determining the height 
and percentage of lot occupancy of its 
buildings, makes possible other econo- 
mies. The size of sewers and water 
mains as well as the type of paving may 
be decided upon with some assurance. 
So space will not mean as it has, an 
undue burden of cost necessitated by 
an unprophesiable future. 

The speed and flexibility of the auto- 
mobile—for its owner is not bound to 
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given routes or to a time schedule— 
makes possible not only greater spa- 
ciousness but better planning of new 
home neighborhoods. The great ar- 
terial highways which lead from center 
to center, the rapid transit lines grad- 
ually converted from local to through 
express routes with lower peaks and 
higher valleys in their daily schedules, 
will become boundaries far within 
which will be placed the schools and 
recreation places. Children will no 
longer cross lines of heavy traffic as 
part of their routine. 

The human desires for a minimum of 
effort, for conveniences, for compan- 
ionship, are as strong and compelling 
today as they were in Franklin’s day, 
but the automobile apparently has put 
them within our reach without our 
crowding. It is doing more, it is com- 
pelling us to cease crowding if we would 
take full advantage of what it offers. 
Apparently its arrival will introduce a 
new era in community planning, or to 
speak more accurately since we have 
long planned spacious communities, a 
new era in community building. 


Traffic-Transportation Planning and Metropolitan 
Development 
The Need of an Adequate Program 


By J. Rownanp BIBBINS 
Consulting Engineer, Washington, D. C. 


T seems especially appropriate that, 

in so intensive a study of motor 
development, Tam Annars should re- 
cord some of the basic, outstending 
facts and trends of this develonment 
and their effect on both presert and 
future city life. The following analysis 
purposely sketches in broad perspec- 
tive some of the major problems and 
practical steps to their “solttion,” 
though no permanent solution can ever 


actually be attained in an era of such 
unexampled advancement—only prog- 
ress toward greater perfection. 

The greatest present need seems, to 
be a properly balanced and scientific 
city program, with courage and vision 
to carry it out in practicable stages. At 
the outset of this discussion, in order 
that its scope may be fully apparent, 
the following suggests such a “plat- 
form” or plan of procedure: 
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WHAT AN ADEQUATE TRAFFIC- 
TRANSPORTATION PROGRAM 
SHOULD COVER 


1. Plan a city double the present 
size, without stopping to quar- 
rel when. It will come all too 
soon. 

. Comprehensive traffic and trans- 
port survey to establish the 
basic facts and conditions as to 
all traffic movement, growth, 
facilities, future needs and 
financing resources. 

. Schedule a definite development 
program in logical stages: 

‘ For the present—minimum cost 
and quickest results. 
For the near future—at mod- 
erate cost. 
For ultimate development—as 
can be foreseen. 

. Plan and budget a five-year re- 
conditioning program for streets 
to develop, as quickly as pos- 
sible, essential arteries and by- 
pass streets to the roadway 
width needed for anticipated 
traffic. 

. Efficient traffic organization and 
control system, based upon the 
facts of the survey, including 
commercial vehicles, trucking, 
routing and delivery, and a 
scientific signal control system. 

6. System of transit routing and op- 
eration best suited to traffic 
and civic needs, insuring maxi- 
mum relief from street obstruc- 
tions and delays, increased 
speed of service, and adapta- 
tion of motor-bus operation as 
justified. 

. Interurban passenger and freight 
system with city entrances, ter- 
minals and distributing facil- 
ities adequate to the needs of 
the community, whether by 
rail, or motor or both. 

. Railroad (and port) terminal sys- 
‘tem best suited to special 
classes of traffic and sərv- 
ice, and most economical of 
valuable areas, 
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air-rights of the congested dis- 
tricts and of cross-town truck- 
ing in passenger streets—in- 
cluding belt-lines, motorized 
terminals, clearing, store-door 
delivery, rail-water interchange, 
and passenger commuter traffic. 

9. Best relation of these elements to 
the whole city plan and general 
public welfare, in due propor- 
tion to local need. 

10. Financial plan including probabili- . 
ties of funds and revenues, fair 
distribution of cost and alloca- 
tion of benefits. > 

11. Entrust this transportation plan to 
technical leadership or to an 
experienced commission, with 
working funds adequate to the 
responsibility of the task. 

12. Organize a competent, civilian 
body for the constructive criti- 
cism and powerful support which 
such a body can give in uphold- 
ing the public authorities in an 
adequate program of public 
works, and in insuring the in- 
telligent consideration of all 
business interests, as well as 
the general public, to which the 
plan must be “sold,” by va- 
rious educational means. 


City building appears to be a “‘social 
complex” of engineering, finance, poli- 
ties, traditions and social habits. In 
ancient times, autocratic methods pro- 
duced some remarkable results, but 
the restraints of Democracy today 
deserve equally serious inspection. 
City budgets, like national ones, are 
growing rapidly; in the case of New 
York, as the cube (third power) of the 
population! The basic land value, 
measuring the city’s purchasing power 
for public works, is increasing only as 
the 1.5 to 2.0 power of the population. 
How ‘shall we ever catch up except 
by boosting the tax rate? Obviously, 

1Jn 1922, 261 cities spent one and one-half 


billions, not including utilities; for highways 
about 9 per cent of this. 
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benefited population, or propery, or 
private capital must absorb the shor- 
age. 
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per acre, or 8,860 per square mile. 
(See Table IL). Compare this with 
Chicago’s maximum of 160,000 and 


TABLE I-—Popuzamon AND Motor REGISTRATION 












U. S. A. 


Urban population a 
Rural population...... 


oo eae 


Total. . 


Per cent urban. 
Per cent rural ..... aaan 


Cities million class (million) .... 
One-half million class. . 
Rabo 43 “weno Ake. x 
Number cities. . 


ee 


a.. ae 


Motor Regis. (million)... 
Families (million). . 
Per family .. - hates oan se oees 
Persons per family, ae 


en aee 


hoe ree 


Nores 



































1910 1920 
42 2 54 8 | Cities over 2,500 
49 6 51.4 | Towns and farms 
92 0 105 7 
45 8 51.4 | Majority in cities - 
54 2 48 6 ` 
8 5 10.1 Recession 
8.0 | ° 62 | Advancing rapidly 
28:1 16.1 
8 12 
ESTIMATED 
1928 | 1980 | 1940 
90 15.1 | 24 6*| 80 0 
944 25 6 | 28 0 | 310 
24 17 10 
48 


* Estimate based on probable usage per lamil}, 1940 equal to present California usage (already 
exceeds one motor per family). 


Tar DRIFT TO rae Crries 


Since 1900, about 24 million pecple 
have added to our city population. 
There will be about 25 million more by 
1940—75 million total. The majority 
of our people now live in the cities end 
towns, and the curve is rising, while 
that of rural population is flatten:ng 
out perceptibly. (See Table I). This 
drift to the cities is most significant; 
also the fact that cities of the million 
class showed last decade a distinct 
recession in growth rate, while the 
near-great cities of the half million 
class are growing with great rapidity. 
The smaller groups have not yet 
caught the fever of greatness. Prepare! 

Population density is an important 
index. In 82 metropolitan centers 
(over 200,000) it increased 25 per cent 
in the last decade to an average of 13 9 


New York’s Ghetto with 640,000 per 
square mile, as against an average of 
14,000 and 18,800 per square mile re- 
, maximum 
spectively. Thus the average 
ratio of New York is just three times 
that of Chicago. It is these high 
spots that zoning and transportation 
must correct. 

Suburban population is growing 
faster than in the city proper in these 
32 large cities; but it is just the reverse 
in the 30 cities of the 100,000 class. 
This is clearly the effect of congestion, 
for the city areas of the 32 larger cities 
are one-fourth of the total metropolitan 
areas; in the smaller, one twentieth. 
(Table II). Here is involved a total 
of 26,000 square miles for future de- 
velopment, about the same as in the 
states of Maine, West Virginia or South 


208 


Carolina and 27 times Rhode Island. 
This is a measure of our future problem 


of transportation planning. 
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Tae Furure or Moror REGISTRATION 


Motor registration should be con- 
sidered at this point. My analysis 


TABLE O-—MerroroLrran Disrarcr GROWTH anp DENSITY 


1910 


Population... .. 
(millions) 
Central city. ..... 
Outside city., .. 
Total... . 
Area (1920) 
Central city... 15 0 47 
Outside city .... 5.3 9 6 
Total.. . 6 8 10 1 
Density (1920) Pop per acre 
Central city ... 18 85 8 75 
Outside city . . 1 35 0 27 
Total... 43 0.66 





Incrrase 1910-1920 





(a) Pop. Per Cent 
over 
200,000 (a) | (b) | (&) | ®) 
22.1 4410.9 25 31 
71 1.7|}065] 88| 19 
29 2 61114] 27| 26 
Square Miles 
2,370 730 
8,270 15,000 
10,640 15,780 
Pop. per sq. mi 
8,860 5,630 
861 173 
2,750 426 


Nors. Largest increase in suburbs. Reverse in the case of the smaller city groups. 


* (a) Covers 32 cities of over 200,000 population. 


“Qutside” suburban zone includes areas 


about 10 miles beyond city limits with density over 150 per square mile. 


+ (b) 30 cities, 100,000 to 200,000 population. 


The family unit is another index. 
Families in this country doubled in 
number from 1900 to 1920. They now 
exceed 24 million, but the number in 
ap average family dropped from 5.0 to 
4.8 from 1880 to 1920. While this 
average number in a family is lower in 
the cities than in the country, the 
average number of persons per dwelling 
is higher in the city—5.7 to 4.6. By 
1940, there will be in excess of six 
million more families in cities to pro- 
vide for, or a total of 31 million. (See 
Estimate, Table I). 


(Figure I, page 207) shows a strikingly 
constant rate of absorption at the 20th 
power of the population (1905-1920), 
` thence a decided recession, undoubtedly 
due to the approach to city “satura- 
tion.” Had this rate continued, there 
would be 100,000,000 motors by 1930 
—an absurdity. There are now as 
many motors as telephones; in Cali- 
fornia, as many as there are fami- 
lies. 
If the California density be reached 
over the United States, then clearly 30 
million motors are in sight around 
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1940.2 About 78 per cent of all pas- 
senger automobiles in the United 
States are in cities and towns of over 
1,000 people—9.5 million o> more— 

2? Families per motor, U, S. A. 44 m 1910, 1.7 
in 1928. 


averaging only 1.6 families per motor 
as against 1.98 in 1922.3 This regis- 
tration has increased 27 per cent since 
1922, 


i Based on the classification of The Motor Lie, 
1922-28. (Nat. Auto. Chamb. Commerce.) 
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FIGURE IJ—Wery Our Trarrio Srreets Arn “Conarestep” 
Low Traffic Efficiency Tells the Story 
Reuarryve Spacine Ixpicares CAPACITY Veuicurs pre Trar- 
Possrstnirres ric Lanse per Hour 
Average rush use..... A A A A 800 
(All outlets) : 
“Good practice” ..... A A A A A A A A A A A 1,000 
(Traffic street) 
It can be done....... 8,000 
(Traffic street) 


Thus the motorist has become the 
national index of city development, for 
he himself is the taxpayer in support- 
ing his own utility. The development 
of adequate traffic facilities will depend 
upon his own understanding and sup- 
port. Fortunately, the obvious reces- 
sion from approaching saturation con- 
ditions will give the cities some time to 
think and plan, to relieve transit pro- 
portionately and still keep the factory 
wheels going, for the present capacity 
(see Figure I) will soon be needed to 
meet replacements and new population. 


EFFECT on ZONING 

Zoning is designed to curb “immi- 
gration” at the source, t.e. to discour- 
age congestion. Already about one- 
half of the population of the United 
States is zoned in varying degrees, one- 
third by “complete” zoning. Of cities 
over 50,000, two-thirds of the popula- 
tion is zoned—54 cities out of a total of 
144. Two hundred and twenty-one 
towns and cities of all sizes are zoned 
—over 25,000,000 people. But there 
are still a dozen notable cases of delay 
in cities above the quarter million class, 
having a total population the size of 
New York City. 

But the curb to congestion lies in 
sky-line downtown and in density of 
population outside. In the central dis- 
trict the usual limit is 150-200 feet 
building height, although Chicago 


broke through this to 265 feet. But 
few “Loop Districts” are now devel- 
oped to one-half or one-third of the 
allowed limit. This means that con- 
gestion can double or treble without 
restraint. Obviously rapid transit will 
only hasten the debacle. The lid must 
be clamped on tighter and closer in to 
the center of things. In the residen- 
tial districts, density control usually 
ranges from 500—600 square feet per 
family in apartment districts, to 
7,500 feet in the private home areas. 
These limits permit gross densities, 
including street areas, of over 100,000 
and 9,000 people per square mile 
respectively. The latter happens to 
be the average density of the 82 larg- 
est cities today. In fact, population 
can increase from two to eight times in 
these various zoned districts before 
“spilling over” into the adjacent zones, 
which alone will effect real decentraliza- 
tion. Of course this tendency is al- 
ways present, but largely latent. 
Zoning is of inestimable value as a 
stabilizer and corrective, and resting on 
the police power of the state, must 
proceed with caution. But, until the 
controls can be materially tightened, 
there will result little aid to traffic and 
transportation in reasonable time. For- 
tunately, quicker methods and results 
can be obtained through organization 
and planning of the traffic and transit 
system. Central traffic can be dis- 
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persed, sub-centers definitely estab- 
lished where desirable, and decentral- 
ization forced, through such media as 
routing, short lines, fares, expresses, 
stops, etc. However, in the long run, 
transportation and zoning are clearly 
dependent on each other. 

Economic limitations are in some 
degree automatically corrective. Land 
values force outwarcs low-profit busi- 
nesses. Higher cost of living does the 
same, especially when prices of lebor 
and commodities are out of balance. 
Higher cost and time of transit encour- 
age factories to move out nearer the 
home districts, where employes can 
walk to work. (Twenty-five per cent 
of them walk in certain large establish- 
ments in Chicago.) But here again, 
zoning interposes very definite- re- 
straints and justly so. 


Cost BURDEN oF TRANSPORTATION 


The cost burden of transportation is 
a large one. It amounts to no less than 
$2,000 capital for the average family 
and an annual operating cost of $600. 
By 1940, another $1,000 capital will be 
needed and an equal amount will be 
necessary for replacements. The com- 
plete transportation plant of the coun- 
try—rail, water, road, trolley—has 
‘ cost in excess of $50,000,000,000 and 
$15,000,000,000 per vear to operate.‘ 
About two-fifths of this is due to motor 
transport. ‘Transit alone cost the cities 
from $50 to $75 per family in the pre- 
war period, and probably $75 to $100 
today. An analysis of delivery and 
freight costs, to the people of Wash- 
ington in 1917, showed a total o: about 
8200 per family. Motoring costs the 
city dwellers from $300 to $400 per 
family, judging by the number in the 
cities. Longer and longer haul is the 
rule in freight, passerger, transit and 
motor. There is much duplication and 


4See original estimates in author’s address, 
New York Railroad Club, March, 1928. 
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lowered efficiency from congestion— 
all a burden on the taxpayer, the 
motorist and his family. The only way 
out is a more scientifie plan of co-ordi- 
nated transportation. 

London, the “bus paradise,” offers a 
good lesson. Following the strike, un- 
restricted bus competition caused the 
London General Omnibus Company to 
add 1,000 busses, 25 per cent, to its 
equipment to meet a similar increase in 
private bus operations, all for the same 
traffic. Conditions now are so serious 
that government control is invoked, 
for both operating speeds and profits 
are vanishing. The streets cannot bear 
the burden. American cities should 
take warning. 


Fururt TRANSPORTATION NEEDS 


Transportation needs of the future 
are fairly clear. My analvses (see 
Figure 1) show that transit traffic in- 
creases nearly as the square of‘ the 
population increases; railroad tonnage 
nearly as the cube; railroad passengers 
faster; and passenger mileage and ton 
mileage around the fourth power of 
the population. Motor traffic in New 
York is said to grow somewhat less 
than the registration.’ In general, it 
may be said that, when population 
doubles, traffic as a whole increases 
eight times. That is, by 1940, facilities 
should be three to four times as great 
as those of today. At least we should 
plan ahead for doubling our present 
city operations. Anything less is 
suicidal. This means all forms of 
trafic and transportation—rail, road, 
water and, not to be forgotten, air. 

Capacity of traffic throats and 
terminals is the key to the problem, 
for all traffic largely focuses there. 
Capacity is the product of size of unit 
and average frequency of movement, 
and speed comes only with relief from 


5 Plan of Nsw York and Environs Report, April, 
1924. (Goodrich & Lewis) 
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obstructions and delays. The most 
important need of our cities is street, 
track and terminal expansion, and 
seldom has the problem been attacked 
as a whole. Chicago still has only two 
elevated tracks in the “loop” to serve 
thirteen feeders. New York’s railroad 
service handles one-fifth of the entire 
rail-passenger traffic of the United 
States, or one-fourth of the balance. 
The suburban traffic is largely rapid 
transit, rather than standard steam 
service suited to monumental termi- 
nals. In consequence, city streets have 
to take it all. 

Higher efficiency standards seem to 
be the only quick way out. In a recent 
survey, I found the “loop” street out- 
lets being used to only 25 per cent of 
their possible capacity, and assuming 
solid parking at that. Capacity could 
be doubled, yet the city is “con- 
gested.” New York is passing 2,800 
motors per traffic lane per hour— 
ten times the average found above. 
Transit looping and complex terminal 
routing often consumes more time than 
the rest of the average rider’s trip home. 
Yet a saving of only five minutes would 
increase the radius of the 30-minute 
time zone by one mile, 10 minutes by 
two miles—enough to serve perhaps 
double the population. The 80-minute 
zone practically always determines the 
residence areas of the majority of the 
people. The railroad demurrage bill 
(on the basis of 15 of the largest cities) 
indicates an economic loss of two and 
one-half millions per year, equivalent 
to taking out of service for a day every 
freight car of the United States and 
Canada. 

But the railroads, by increasing the 
average car movement from 25 to 30 
minutes per day, actually save half a 
million new cars, or perhaps one billion 
new capital to do the same work. 
Motorized terminals and off-track sta- 
tions are now a possibility and store- 
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door delivery is a near prospect. Port 
layouts are often exceedingly indiffer- 
ent to city traffic needs—an excessive 
burden on the commerce of the port. 
The interurban entrance problem is 
acute in many cities, greatly handi- 
capping their possibilities as fast freight 
as well as interim rapid transit carriers. 
And intra-city trucking and commer- 
cial deliveries have received practically 
no effort for better routing and higher 
Joad-efficiency. 


SOLVING THE PROBLEM or TRAFFIC 
AND PARKING 


The most dramatic problem is traffic 
and parking. Good railroad engineer- 
ing is needed, with less unskilled experi- 
mentation and spasmodic legislation. 
Scientific organization of traffic and 
minor reconditioning could cut traffic 
congestion at once by one half— 
double the street capacity. Traffic 
signals are rarely used, best suited to 
special local needs, which vary at 
every point. The economic design of 
roadways has only begun to receive the 
study it deserves, likewise the parking 
problem in its larger economic aspects. 
A properly designed system, with rea- 
sonable enforcement, can easily treble 
present-day parking capacity. City 
transit would benefit enormously by 
the relief. While effective when en- 
forced impartially, “no parking” is 
unscientific and unnecessarily severe in 
many locations. The present tendency 
is marked by feverish haste rather than 
sober study and planning. Detroit, 


„now operating its city railways, has 


prohibited parking on 40 miles of its 
main business streets and radial arter- 
ies for four miles out. Yet it already 
has the example of the sudden develop- 
ment of a subcenter—Highland Park— 
with a combined local traffic greater 
than Fifth Avenue, New York City, 
and quite unprepared for its enormous 


burden. 
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TABLE DJ—Tue MAGITUDE or TAE Pavia PROBLEM 
Syaniry: 290 cities (over 100,000 population: by the Asphalt Association (Municipal Indez). 


Total yardage, gravel—hbetter type ... 


Types better than water bound macadam 


Equivalent mileage (at 30 feet width, . 
Population of cities : 
Mileage paving per million 


. 602 million yards 
470 million yards, 78 per cent 
.8,500 miles 


s.e.. ee eee 








Fæst 24 Crrres (Ovar 250,000 Popunation) wrra £00 Mors or OvER 





Yards Illes Population (1920) | Mileage per million 
(30 ft. width) million 
New York. 46 2 2,630 5 62 463 
Chicago 5 36 8 2,090 2 70 775 
Philadelphia . ... 24 1 1,870 1 82 754 
Detroit ; 13 8 786 0 99 ” 785 
Cleveland . 12 0 682 0 80 852 
St. Louis . 95 1 1,480 0 77 1,851 
Boston .... ... 11 4 649 0 75 815 
Baltimore 12 0 682 0 78 934 
Pittsburgh . .. 99 563 0 59 954 
Los Angeles . . ll 4 648 0 58 1,118 
Cincinnati....... 10 2 580 0.40 1,450 
Kansas City...... 11.7 655 0 43 1,545 
(both) 
Portland, O....... 9 0 511 0.26 1,862 
24 cities ... ... 233 6 16,600 20 79 800 





12 cities under 500 miles. 
Total U. S. population, Urban, 54.3 million 


Excluding New York, 920 miles. 


Paving mileage, at 920 miles million, &0,00€ miles. 


Nots. 


Metropolitan thoroughfares are 
called upon to take all this new burden 
of motor, bus and truck, as well as 
transit. Most street plans and systems 
are quite unprepared to cope with the 
present or future. Rail freight as well 
as transit traffic is rapidly gravitating 
to the streets—the common right-of- 
way. Maintenance and renewals, to 
say nothing of expansion, will grow in 
economic magnitude, supported by 
public taxation, district assessment on 
property benefited, or by the user. 
All this carries home the huge problem 
of amortization. Shall it be on tae 
pay-as-you-go plan, an excessively 
slow development process, or pay-es- 
you-use, which spreads the benefit? 
Property assessment is being advanc2d 
today for subways, suburban rail serv- 


Total U. S. electric railway mileage, 47,000 miles. 


ice, and streets and highways. Possibly 
a combination of all three may best 
meet the <cuture. There are great 
opportunities for development of 
streets, transit and railroads, in the 
form of giant causeways, that are 
being neglected because of our tend- 
ency towards piecemeal planning. Bil- 
lions can be saved to the future cities by 
planning on broader and more funda- 
mental lines. Already, there are re- 
ported to be 80,000 miles of city paved 
streets, costing somewhere between 
three and ibur billions, or from 40—50 
millions per million city population. 
It is unthinkable to attempt doubling 
their capacity on the present uneco- 
nomic methods of use. Arcading, 


8 See Takle II (compiled by Asphalt Associa- 
tion, the Muncipal Indez, 1924.) 
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elevated walkways and street-grade 
separations have yet to be worked out 
on some equitable plan of cost distribu- 
tion. And bus transit’ will only ac- 
centuate the difficulty. 


NEED ror Trarrmc-TRANSPORTATION 


A traffic transportation plan for the 
future is a most imperative need. It 
cannot be postponed except by vast 
distortion of city growth. It demands 
co-ordinated effort of all transport and 
industrial agencies, in proportion as 
they contribute to, or are affected by, 
traffic (rail, trolley, road, water and 
air). It needs leadership. Cities will 
never be able to cope with the problem 
by abortive legislation or drifting. It 
must be attacked scientifically and in a 
large way. Niggardly support now will 
simply invite future disaster. Take the 
rise in land values alone, which is 
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rapidly destroying the possibilities of 
economical developments where most 
needed; witness the huge cost of cut- 
ting a new trunk thoroughfare down 
town. 

But while transportation is indeed 
vital, it should be integrated in a highly 
sympathetic manner with all phases of 
the city plan, of which it is a distinct 
part. Our cities have grown around 
transportation. While traffic increases 
by multiplication, physical facilities 
have only grown by addition, if at all. 
The only logical end of this unbalanced 
race is the increased economic burden 
of living and doing business. It is 
strange that, with such colossal eco- 
nomic losses even now being experi- 
enced, cities should be so hesitant to 
undertake the microscopical expense 
of a thorough technical survey of their 
problems and planning for a future 
that is bound to come. 


The New York City Motor Traffic Problem 


By Harotp M. Lewis 
Executive Engineer, Regional Plan of New York and Its Environs 


HE recent, very rapid development 

in the production and use of the 
automobile has had very great effects 
on planning problems in American 
cities. All of the larger cities in this 
country have felt the need of taking 
some immediate steps to relieve the 
congestion which has resulted both in 
the business districts and on the main 
highway routes leading to them. In 


New York City the problem is par-,. 


ticularly acute due to the topographical 
conditions. Manhattan Island, which 
is the seat of the business of the metro- 
politan community, is the center 
toward which a vast amount of daily 
traffic converges. The location of 
Central Park has tended to concentrate 
most of the business activities within 


the area south of 59th Street, which has 
therefore become the crux of the 
problem. 

Within this area, which contains 
about 8.85 square miles, it is estimated 
that the day population on a typical 
business day in 1924 is about 2,941,700 
persons. This is intended to represent 
the number of people within the area 
within those two or three hours of the 
day during which most of the business 
is concentrated. About 982,000 of the 
total are either residents remaining in 
the area or transients. This daily in- 
flux of persons is also accompanied by a 
large amount of automobile traffic, the 
distribution of which is indicated m 
Figure 1, page 215, which represents 
the total of one-way traffic during 
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twenty-four hours on a typical business 
day in the present year. Most of this 
traffic comes from the north and enters 
the district on fourteen north and south 
avenues. That -which comes from 
Long Island on the east is almost en- 


ft 


tirely carried by three of the four 
bridges indicated, and causes extreme 
congestion at the approaches of each of 
_these bridges. Traffic from New Jer- 
sey on the west is still limited to the 
facilities furnished by ferries, which 
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causes long delays at both ends during 
the busy hours. The vehicular tunnels 
under construction between Canal 
Street, Manhattan, and Jersey City are 
expected to be finished in 1926 and will 
furnish much more direct communica- 
tion. They will, however, also cause a 
great concentration of traffic at the 
Manhattan terminal which is appre- 
ciated by the city authorities who are 
considering street changes to relieve 
the situation. 

The history of motor vehicles has 
been so short and so unprecedented in 
its growth that it is very di‘ficult to ar- 
rive at any reliable basis for future 
estimates of numbers of vehicles and 
the resulting traffic. A study of curves 
showing both production and registra- 
tion indicates that both these curves 
are still rising so rapidly that they can- 
not be extended with any degree of cer- 
tainty. A study of trac statistics, 
over the few years for which they are 
available, indicates increases which 
cannot be extended indefinitely without 
creating impossible conditions. The 
traffic problem is vitally connected 
with all other means of transportation 
and any phases of city planning which 
influence the location or concentration 
of business, industry or residence. The 
Committee on Regional Plan of New 
York and Its Environs is undertaking a 
comprehensive study of all those fea- 
tures which effect the planning and 
welfare of the New Yorkregion. Stud- 
ies have been made of a district of 
about 5,500 square miles, roughly cor- 
responding to an area of about fifty 
miles radius from the center of New 
York City. The solution of New York 
City’s traffic problem hinges upon the 
successful sclution of the problem for 
this entire area. This must not be 
considered from the highway point of 
view alone, but it must be carefully co- 
ordinated with all those other problems 
which are being studied in connection 
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with a regional plan. The present 
distribution of highway traffic at times 
of maximum density is indicated in 
Figure I, page 217, which shows very 
clearly the resulting burden that is 
thrown upon the main avenues within 
New York City itself. 


- REGISTRATION or Motor VEHICLES 


The future population of the New 
York District is the most potent factor 
in any estimate of the future number 
of automobiles. Several independent 
estimates have been made for future 
population in this district up to the 
year 1965 which correspond very closely 
and are undoubtedly sufficiently re- 
liable for regional planning purposes. 
These indicate that by that year the 
total population in the entire area may 
reach 21,000,000, of which about 11,- 
278,000 would be within the present 
limits of the city of New York. A 
study of the relations between popula- 
tion and registration indicates that 
curves showing the number of persons 
per motor vehicle have been following 
a quite definite law. There were in the 
entire city about 45 persons per motor 
vehicle in 1916 and in 1923 this figure 
had been reduced to about 16 persons 
per vehicle, while those for the different 
boroughs at the latter date varied 
from about 9 to 21 persons per vehicle. 
It appears that in 1985 there will be 
about six persons per motor vehicle in 
the entire city. Brooklyn would have 
about this same ratio and in the other 
boroughs it would vary from about 24 
persons per vehicle for Queens to ten 
persons per vehicle for Manhattan. 
These figures give some indication of 
the great increase in the use of motor 
vehicles in New York City since 1916 
and bring out the fact that this use will 
continue to increase to a considerable 
extent. It is believed that by the year 
1950 the relation between population 
and registration will become quite 
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stable and that from that date the 
number of vehicles will more closely 
follow the population. Similar studies 
have been made for the Environs of 
New York City and the total New YorE 
and Environs area. These show that 
the use of the automobile is consider- 
ably greater in the environs then ir 
New York City itself. In the former 
there were 7.2 persons per moto? ve- 
hicle in 1928, while the figure for 
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the whole area was 11.1 persons per 
vehicle. 

With these figures as a basis and the 
estimated populations, the registration 
curves indiceted in Figure TI, page 
218, have been obtained. These int 
dicate that the 1928 registration in 
New York City of about 371,000 ve- 
hicles may reach a total of almost 
1,200,000 by the year 1985. The total 
for the whole area during the same 
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period may increase from about 851,800 
to 8,150,000. 


Furore TRAFFIC 


In order to translate the figures for 
increase of registration into a measure 
of traffic increase, it is necesssry to 
establish some relations between regis- 
tration and traffic. A study of avail- 
able statistics for roads in the central 
part of the area indicated that this rela- 
tion is different for different types cf 
highways. Curves for different routes 
could all be expressed by equaticns of 
the form 


T=kR" 


where T equals traffic, R equals regis- 
tration, k is a constant, and n iz de- 
termined from the slope of the respec- 
tive curves on logarithmic paper. It 
appears that the value of is higher for 
streets within the central part of the 
district and decreases as one goes 
further out from the center. The 
value of n appears to vary from about 
one third for roads in the outskircs of 
the region to almost unity for the main 
highways in the most congested dis- 
trict. This shows that the problem is 
most acute in the latter, as the traffic 
at such points has the highest rate of 
increase. 

A careful study has been made of the 
existing capacity of the north and scuth 
avenues in the borough of Manhatan. 
Such capacities were computed on a 
lane basis, the capacity of one lane be- 
ing varied with the conditions on va- 
rious types of streets. It is assumed 


that the traffic counts made by the - 


Police Department in the winter of 
1922-1923, on Sth, 6th and 8th Ave- 
nues in the neighborhood of 44nd 
Street, were almost equivalent to the 
maximum traffic which such streets 
could accommodate. It is undouDdt- 
edly true that considerably more trafic 
might be forced through these streets, 
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but only under conditions which would 
so greatly increase the congestion and 
time consumed that they would repre- 
sent very undesirable conditions. In 
fact it is believed that they would be 
such as to ultimately discourage busi- 
ness in these areas and start a backward 
movement in the development of the 
district. Certain definite proposals for 
the relief of these avenues have been 
frequently made and some of them are 
actually beirg carried out. These in- 
clude the following: 


Removal of trolley tracks from 2d, Lexing- 
ton, 7th and 9th Avenues; 

Replacing the 3rd and 6th Avenue Elevated 
Railroads by subways; 

Construction cf a viaduct on the east side 
of the Grenc Central Terminal; 

Widening of the roadways on Lexington, 
Park and Madison Avenues. 


The last of these suggestions is now be- 
ing carried out and the construction of 
a viaduct on the east side of the Grand 
Central Station has already been 
approved. 

Figure IV, page 220, indicates 1928 
traffic on all the avenues crossing 28th 
and 48th Streets, the maximum possible 
under existing conditions and the maxi- 
mum which can be obtained by the 
carrying out of the proposals listed 
above. It is indicated that even then 
the capacity at 48th Street would only 
be about 167 per cent of 1923 traffic, 
while that at @8th Street would be 
about 234 per cent of 1923 traffic. 
This means that with the probable in- 
crease in traffic the point of saturation 
would be reached at 48th Street in 
about the year 1930 and at 28th Street 
in about the year 1984. 


PRESENT REGULATIONS 


The fundamental principle of traffic 
regulation is the desire to secure the 
maximum use of present facilities. As 
a physical measure, with the same end 
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EXISTING ann PROPOSED TRAFFIC CAPACITIES 
ON NORTH anp SOUTH AVENUES- MANHATTAN 


Fiaorn IV 


in view, the pavements of many road- 
ways have been widened so as to pro- 
vide ampler space and a higher natural 
speed. In many instances the addition 
of only a few feet has made it possible 
to provide for a full additional traffic 
lane width, thus materially augmenting 
the capacity of the thoroughfare. A 
still further step might be some form ot 
legislation which would reduce the 
volume of unnecessary traffic so as to 
afford better facilities for that which is 
essential to community needs. The ex- 
clusion of pleasure vehicles from cer- 


tain motor truck thoroughfares is ex- 
plicitly in this direction. 

Great progress has been made during 
the last few years in the regulation of 
traffic in the congested areas and many 
people believe that this has been car- 
ried, if not to the physical limit, at 
least to the limit which is desirable. 
The block system installed on Fifth 
Avenue and Park Avenue has greatly 
increased the capacity of those streets 
and has probably resulted in drawing 
to them a large amount of through 
traffic which could be better cared for 
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on other streets In order tə spread 
` this traffic more evenly over the island, 
not only would it be necessary to resur- 
face many of the avenues to make them 
more attractive for automobile traffic, 
but additional regulation would be 
necessary to deflect traffic to them. 
The means for regulating traffic in the 
less congested parts of the area have 
not been so well developed and there is 
undoubtedly considerable opportunity 
for improvement. This imprcvement 
would consist not only in smal. physical 
changes to direct the lines of traffic at 
important intersections and tae instal- 
lation of automatic signals, but in some 
cases the actual rerouting of vehicles. 

During the past year or two there 
has been great increase in the use of the 
block system of traffic control. This 
system is most efficient wher= there is 
considerable traffic, both on and across 
the avenue under control, so that the 
time of halt is utilized by a large num- 
ber of vehicles on the cros3 streets. 
Such conditions exist on the island of 
Manhattan and on many other main 
avenues within the congested district 
and this system has therefore veen very 
beneficial at such points. This system 
should not be applied without a careful 
study of the special conditians in the 
locality. 

New York has carried out, more than 
any other city, the system ot one-way 
streets. In the borough of Manhattan 
this was started on the east and west 
streets in the southern part of the island 
and has recently been applied to all 
such streets south of 59th Street. It 
has been suggested that it should also 
eventually be applied to some of the 
north and south avenues. 

It should be pointed out, however, 
that these avenues are in many cases 
from 700 feet to 900 feet apar- and that 
one-way regulations will recessitate 
long detours for many vehicles going 
between two points within this district. 
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It is quite possible that in some cases 
the resultant length of haul may so 
increase the total distance traveled 
that the increase in traffic and the 
resultant delays would more than 
counterbalance any gain in freedom of 
movement. 

Parking restrictions have been 
greatly increased in the borough of 
Manhattan during the past summer 
and were recently extended to thirty 
streets in the extreme southerly part of 
Manhattan. There has been con- 
siderable difficulty in enforcing the 
regulations imposed, but the need for 
them is generally admitted and the 
need for suitable provision of parking 
space in this district has been greatly 
emphasized. 

Closely allied to the problem of 
parking of passenger cars is that of the 
unloading of trucks at the curb. In 
certain parts of the city, particularly 
within the wholesale district, this has 
resulted in reducing the capacity of 
many of the streets to a single lane of 
moving traffic. There are several 
cases in both Manhattan and Brooklyn 
where the owners have voluntarily in- 
stalled loading and unloading spaces 
within their building lines. The result 
is not only the removal of a large 
amourt of standing traffic from the 
streets but a considerable increased ef- 
ficiency in the handling of merchandise. 
It is quite probable that a campaign 
could persuade many of the owners 
that it is beneficial for them to provide 
such facilities. If relief cannot be ob- 
tained in this way some restrictive 
ordinances will become necessary. 


Foture REQUIREMENTS 


As already stated, it is indicated that 
the growth of traffic will be quite dif- 
ferent in the different parts of the New 
York and Environs area. Studies on 
the basis of counties have indicated 
that during the period from 1922 to 
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1965 the amount of traffic on the princi- 
pal highways will vary from about 8.2 
times for the counties in the outskirts 
of the area to 9.5 times for those within 
the central congested district. In or- 
der to provide for such an amount of 
traffic several things are obviously 
necessary. First among these is provi- 
sion for by-passing the central area and 
particularly the southern part of Man- 
hattan Island. It is now'necessary for 
practically all traffic from New Jersey 
or Long Island to the Bronx or New 
England to pass through the business 
streets in Manhattan Island. A diver- 
sion of this trafic through by-pass 
routes would not only represent a sav- 
ing of time but would leave the Man- 
hattan streets more available for the 
traffic which naturally belongs there. 

Closely linked up with the subject of 
by-passes is that of improved crossings 
of the Hudson River. Due to topo- 
graphic conditions and the desirability 
of dispersing traffic coming into the 
southern part of Manhattan Island, it 
is generally admitted that vehicular 
tunnels would form the most satis- 
factory method of vehicular communi- 
cation south of 59th Street. A bridge 
has long been suggested for the neigh- 
borhood of 67th Street, but its great 
expense and its interference with navi- 
gation and the possible resultant con- 
fusion at its terminals raises grave 
questions as to its feasibility. Another 
bridge site which is being seriously 
considered would cross the Hudson 
from Fort Washington Park, Man- 
hattan, to Fort Lee, New Jersey. It 
is certainly true that the highway 
traffic system of the whole region can 
function much more efficiently if the 
barrier of the Hudson River can be 
reduced by suitable highway connec- 
tions. 

Within Manhattan itself it appears 
as if any new traffic facilities would be 
crowded to capacity as soon as avail- 
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able. This raises the question as to 
whether increased facilities may not 
tend to so encourage the use of the au- 
tomobile as to cause increased conges- 
tion. This can only be avoided if the 
limits of height and density of build- 
ings can be so reduced that it will be 
possible for the present streets to take 
care of the traffic necessary for the 
maximum amount of buildings allowed 
upon the blocks. While the present 
zoning restrictions in New York City 
were the maximum that it was thought 
could be adopted in 1916 when the 
Zoning Ordinance was passed, it is now 
obvious to those studying the problem 
that these restrictions at present per- 
mit a far greater building density than 
either the street system or future rapid 
transit systems can ever accommodate. 

There are certain types of business 
which are advantageously grouped in 
the same vicinity. Others are more or 
less independent and could readily be 
decentralized with advantage both to 
themselves and to the general system of 
transportation. The results of the 
economic and industrial survey of the 
Regional Plan of New York and Its 
Environs indicate that a decentraliza- 
tion has already taken place in certain 
types of industry. This should be en- 
couraged and should be accompanied 
by the establishment of supporting 
residential areas near to industrial sites. 

Several of the larger cities in the 
United States are considering the pos- 
sibility of eventually excluding motor 
vehicles from areas intensively devoted 
to business. To a certain extent this 
can automatically be accomplished, if 
suitable garage facilities are provided 
on the edge of the business district so 
that passenger cars could be left at such 
places and the streets within the busi- 
ness district left available for com- 
mercial use. 

Much can be done by the segregation 
of traffic, which can be carried out along 
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two lines: first, by the segregation of 
through and local traffic, and second, 
by the segregation of trucks and pas- 
senger vehicles. The latter has in the 
past generally been done by ths restric- 
tion of certain parkways ani boule- 
vards to passenger vehicles only. It is 
probable that in addition to suck re- 
strictions there will eventually have to 
be highways which are intended for 
trucks only and which passenger ve- 
hicles would naturally avoid or trom 
which they would actually be excluded. 


SUGGESTED PHYSICAL CHANGES 


It bas already been indicated by 
Figure IV, page 220, that some addi- 
tional street facilities will soon have to 
be provided in the central part of New 
York City. Several different sugges- 
tions have been made for accomp _ish- 
ing this. One of the most interesting 
was submitted to the Regior.al Plan 
Committee by a group of architects, 
under the chairmanship of Mr. Harvey 
W. Corbett. The ultimate develop- 
ment of this proposal would mean the 
creation of streets in three tiers, in 
which all of the trolley or rapid transit 
lines would be placed underground, the 
present street level would be given over 
to free-wheel vehicles, and pedestr.ans 
would be provided for at the present 
second-story level. Studies have been 
made for a system of elevated drive- 
ways around the waterfronts of Man- 
hattan Island and ccnnecting with the 
Manhattan Bridge to Brooklyn and the 
Canal Street Vehicular Tunnels to New 
Jersey. It is intended that such routes 
would be restricted to fast moving, 
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passenger traffic. It is believed that 
they wou_d provide for a large amount 
of the through traffic which is now 
crowded into the central business 
avenues, as is clearly shown by the 
diagram in Figure IV, page 220. 

In connection with a study for a 
suburban rapid transit system, Mr. 
D. L. Turner, Consulting Engineer of 
the Transit Commission, has proposed 
the creation of two new avenues be- 
tween 2nd and 3rd, and 9th and 10th 
Avenues respectively. These would 
be two-story streets 120 feet in width, 
the upper level being reserved for ex- 
press motor vehicle traffic and the local 
business being restricted to the present 
street level. Another suggestion has 
been made for raising the grade on 
certain of the avenues and building 
subways in open cut at only a sufficient 
depth to provide clearance for the cross 
streets. The buildings on the avenues 
would be rebuilt to conform with the 
upper street level which would connect, 
by occasional ramps, with the existing 
street system. 

The seriousness of New York’s prob- 
lem is fully realized and it is believed 
that from the suggestions which have 
been made and will be made some satis- 
factory solution will be found. It is 
hoped thet the detailed studies being 
made by the Committee on Regional 
Plan of New York and Its Environs 
may help to arrive at a solution which 
will be part of a comprehensive regional 
plan for the entire district and which 
may also offer valuable suggestions to 
other metropolitan communities who 
are trying to solve similar problems. 


The Plan of Chicago in 1924 


With Special ‘Reference to Traffic Problems and How 
They Are Being Met 


By E. S. TAYLOR 
Manager, Chicago Plan Commission 


T has been exactly fifteen years 
since the city of Chicago was put in 
possession of a city plan (November, 
1909). It is hardly necessary to review 
the history of the Plan of Chicago now, 
and yet a few words about it may serve 
to link the past with the present more 
understandably. The authors of the 
Plan of Chicago were Daniel Hudson 
Burnham, Edward H. Bennett, and a 
staff of masterly artists, architects and. 
technicians. Mr. Burnham had been 
persuaded to undertake the task 
(which he loved, had lived with a long 
time before he took it up officially, and 
which he considered the best work of 
his career) by the Commercial Club of 
Chicago. This organization is com- 
posed of one hundred of the leading 
business and professional men of 
Chicago. These men had seen the 
swift industrial and commercial devel- 
opment of the city; they believed that 
the future had even greater things in 
store on condition that the great future 
city were intelligently anticipated and 
provided for. Then, too, many of the 
members of the Commercial Club had 
been directors of the World’s Fair, and 
they longed to preserve the beauty and 
order which had flourished so brilliantly 
and inspiringly for the short period of 
the exposition. 

So the Plan of Chicago was laid out 
under the auspices of the Commercial 
Club of Chicago, and when the tech- 
nical work was finished and embodied 
in a report, the whole was presented to 


the city of Chicago as a gift, with the 


recommendation that a commission be 
appointed with the duty of studying 
the plan and recommending its execu- 
tion to the proper municipal—or other 
governmental—authorities. The Chi- 
cago Plan Commission was accordingly 
established by act of the city council, 
and the members—representative men 
to the number of 828—appointed by 
the mayor, who also named Charles H. 
Wacker permanent chairman. 


Tue PURPOSE oF THE PLAN 


The purpose of the Plan of Chicago 
is two-fold. Regarded in one light it is 
a commercial proposition. The proj- 
ects in the plan are so designed that our 
streets, arterial highways, railroads 
and waterways may be put to their 
highest and best uses; and if to their 
highest and best uses, then also to 
their most economical and profitable 
uses. 

Regarded in another light the pur- 
pose of the plan is a social or humani- 
tarian one. The plan aims to conserve 
the natural resources—woods and 
water—surrounding the city for the 
health and pleasure of the citizens; to 
reclaim neglected neighborhoods; to 
give the worker quick and easy access 
to and from his home and his work; to 
reduce the cost of doing business and 
therefore the cost of living; and, in a 
word, to make Chicago a highly desir- 
able city for residence as well as an 
equally desirable environment for busi- 
ness. With the humanitarian aspect of 
the plan is bound up the esthetic also; 
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in fact it is impossible to isolaze amy 
one of the projects in the plan and say 
of it, “This is exclusively a humanite- 
rian measure”; or, “This is str ctly a 
commercial measure.” No, the Mu- 
nicipal Pier (completed 1915), for ex- 
ample, is intended primarily for ship- 
ping and is part of the Lake Michigan 
harbor development, yet it also makes 
one of the most popular and useful 
pleasure spots in-the city. So too wich 
Michigan Avenue, which since its im- 
provement (completed 1920) has uri- 
fied the north and south sections of the 
city and has also provided the setting 
for many of the public buildings used 
by the people—libraries, public ard 
private; the Art Institute; Grant Park 
with its fountains and monuments; the 
Field Museum; and the Municipal 
Stadium (opened September 14, 1924). 
Every one of the projects in the Chi- 
cago Plan, if analyzed in similar fash- 
ion, would show the same two-fold 
significance. 


How rue Puan Revieves CONGESTION 


The mastery of the traffic situation 
in Chicago is bound up with the execu- 
tion of the Chicago Plan. Every Sal- 
urday night there are one thovsanc, 
one hundred and fifty more automobiles 
upon the streets of Chicago than there 
were on the preceding Saturday night. 
This increase goes on week in and wee< 
out. By the close of the present year 
there will be between sixty-five thou- 
sand and sixty-nine thousand more 
machines upon the streets of Chicago 
than there were on December 31, 192¢. 
This gives an idea of the serious prob- 
lem confronting the Chicago Plan 
Commission in its efforts to expedite 
the movement of persons and vehicles 
to and fro from one section of the city 
to another. 

So far as the traffic features of the 
Chicago Plan are concerned, the Plan 
provides for three avenues of effort. 
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The first of these is the creation of a 
quadrangle of wide streets around the 
central business district. Next is the 
provision of every possible channel of 
communication between the heart of 
Chicago and the north, the west, and 
the south sides of the city. Thirdly, 
there is the provision for a system of 
wide thoroughfares, such as are usually 
called “major streets,” extending from 
one end of the city to the other. Con- 
struction work on all three of these un- 
dertakings is now going forward. 

The Chicago Plan Commission was 
established in 1909. Its efforts ever 
since have been directed toward carry- 
ing out first those improvements 
which would yield the greatest benefit 
to the greatest number of people, and 
which—if they were to be made at all 
——would have to be made without delay. 

Such a plan of action clearly pointed 
to the speedy improvement of street 
traffic conditions within the central 
business district, known around the 
world as the “loop.” The name was 
derived from the fact that the e-evated 
railroads loop around the intensively 
developed “downtown” or central busi- 
ness district, but the character of this 
district is the result of causes which lie 
deeper than the presence of the ele- 
vated structure alone. 

Chicago, as any school child knows, 
is bounded on the east by the waters 
of Lake Michigan. Its development, 
therefore, ever since the days of Fort 
Dearborn, has had of necessity to be 
south, west and north. But as the 
frontier Indian trading post grew, de- 
veloping first into a village and then 
into a city, it ran against obstacles in 
all three of these directions which 
forced its business growth up into the 
air rather than outwards. These ob- 
stacles were the Chicago River and the 
railroad rights of way, formidable 
enough to the north and west, but even 
more so to the south, where nearly one 
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square mile of territory is absorbed by 
railroad occupancy to the extent that 
only one single north-and-south street 
connects the central business district 
with the south and southwest sides of 
the city through this district. 

Thus it wag that in laying out the 
Plan of Chicago the technicians pro- 
vided for the development of a quad- 
rangle of wide streets surrounding the 
heart of Chicago, for the purpose of 
allowing through-bound traffic to go 
around the congested district rather 
than through it; and for the further 
purpose of permitting the central busi- 
ness district to grow and expand 
normally, so that it should occupy 
several times its present restricted 
area of only one-quarter of a square 
mile. 

Within Chicago’s loop today there 
are nineteen streets. Upon fifteen of 
them are double-track street car lines 
with cars at present turning in all four 
directions at nearly every intersection. 
A new plan of traffic regulation elimi- 
nating left-hand turns in the loo% is ex- 
pected to better conditions somewhat, 
but thorough-going and permanent 
improvement will come only as the re- 
sult of the completion of the Chicago 
Plan quadrangle. The improvement of 
the four streets comprising this quad- 
rangle will—it is expected—be entirely 
finished within the next two or three 
years, and once the quadrangle is in 
operation it will cut present loop street 
traffic nearly in half. Traffic counts 
show that upon the downtown streets 
of Chicago every week day there are 
about 175,000 vehicles, 10,000 street 
cars, and nearly a million pedestrians. 
The four streets selected to form the 
boundaries of the quadrangle in the 
Plan of Chicago were Roosevelt Road 
(formerly Twelfth Street) on the south, 
Canal Street on the west, South Water 
Street on the north, and Michigan 
Avenue on the east. 
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The first street widening undertaken 
by the Chicago Plan Commission was 
the improvement of Roosevelt Road 
for the mile that it forms the southern 
boundary of the quadrangle, and on 
west for another mile through the west 
side of the city to Ashland Avenue, 
west of which the street was already 
150 feet wide for some distance. The 
street was widened from 66 feet to 108 
feet, and a viaduct and bridge over 
railroad yards and river, together 
nearly a mile long and 118 feet wide, 
are now under construction. The 
street widening proper was finished on 
December 20, 1917. Progress on the 
bridge and viaduct has been inter- 
rupted, first by the war and later by 
other considerations, but work is now 
going forward rapidly and when it is 
done the city will be further unified by 
an extremely efficient connection be- 
tween the west and south sides. 

The next street widening project 
undertaken by the Plan Commission 
was the improvement of Michigan 
Avenue, the eastern boundary of the 
quadrangle. Formerly, all traffic us- 
ing Michigan Avenue between the loop 
and the north side of the city had to 
make a sharp detour just at the edge of 
the Chicago River; cross that stream 
by means of an old, ramshackle, center 
pier bridge, known as the Rush Street 
bridge; and then turn back into Pine 
Street which merged farther north into 
Lake Shore Drive and Sheridan Road. 
This street was 66 feet wide both south 
of the river, where it was known as 
Michigan Avenue, and north of the 
river as well, where it was known as 
Pine Street. Today both streets have 
been made into one, and Michigan 
Avenue is 141 feet wide, with an upper 
level (between Lake and Ohio Streets) 
extending from building line to build- 
ing line used entirely for boulevard or 
light traffic; and with a lower street 
beneath for heavy commercial vehicles. ` 
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When the Chicago Plan Commiss:on 
first advocated this improvement th2re 
were 9,725 vehicles per day crossing zhe 
river by means of the Rush Street 
bridge. Today nearly 73,000 ~ehicles 
per day cross via the upper ani lower 
levels of the two-level, bascule, Michi- 
gan Avenue bridge which has replaced 
the Rush Street structure. This 13 a 
number of vehicles sufficient to give an 
automobile ride simultaneously to ev2ry 
inhabitant of a lusty young city ke 
Dayton, Ohio, for instance; or Hke 
Dallas, Texas. 

The improvement of Michigan Av- 
enue has been successful beyond al- 
most all hopes. It was an object lesson 
that won many friends to the Chicago 
Plan. This is perhaps the placa to say 
that every improvement in the Chicago 
Plan has its own intrinsic usefulness; 
yet, although each single project zan 
stand alone on its own merits, as taey 
dovetail together to form the whole 
plan, they represent the best poss_ble 
physical development for the c.ty. 

The two-level Michigan Avenue 
improvement, separating trafic auto- 
matically by providing separate levels 
for different classes of vehicles, cost 
about $16,000,000. It was completed 
in 1920 and has already paid for itself 
six times over. Not only has it in- 
creased traffic facilities more than 700 
per cent and eliminated an annual 
charge of $2,000,000 resulting from 
traffic regulations which were jorm=rly 
necessary, but it has also increesed 
surrounding property values more than 
$100,000,000. The cost was borne 
half by the city as a whole anc hal? by 
the property in the benefited specmlly 
assessed) district. 

Chicago secures its revenue in part 
by taxing the real estate w:thin its 
borders. Hence an increase of sver one 
hundred million dollars in the value of 
property surrounding the Michigan 
Avenue means, if the increased value 
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of this property is taxed in the custom- 
ary Manner, an annual revenue to the 
city of $4,000,000. The city was there- 
fore speedily reimbursed for its outlay 
upon the Michigan Avenue improve- 
ment, and every year hereafter will 
have this increased income that it could 
have obtained in no better way. So far 
as the property owners who were 
specially assessed to pay their share of 
the cost of the widening are concerned, 
for every dollar which they paid they 
have received twelve dollars back in 
the increased value of their property. 

The western boundary of the quad- 
rangle, Canal Street, is now in process 
of being widened from 80 feet to 100 
feet at the expense of the railroads em- 
braced in the west side Union Station 
group. When these roads wanted to 
erect a new terminal in Chicago—a 
terminal which, by the way, is now near- 
ing completion and has involved the 
expenditure of some $75,000,000—one 
of the improvements to which they 
agreed, upon the recommendation of 
the Chicago Plan Commission, was 
that of widening Canal Street, upon 
which the new terminal faces, at their 
own expense. The necessary work has 
practically all been completed and por- 
tions of the widened Canal Street are 
now being used by the public. 

Upon the northern boundary of the 
loop district, along South Water Street, 
there has been ever since the oldest 
Chicagoan can remember, a great 
produce market. So congested has 
this market been all day long that not 
only was a very important east-and- 
west public street entirely absorbed by 
private business, but also every north- 
and-south street, connecting the cen- 
tral business district with the north 
side of the city, was jammed to such an 
extent that all moving traffic was con- 
fined to the 20-foot-wide street car 
right of way in the middle of tae streets. 
The widening and double-decking of 
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South Water Street began October 1, 
1924. That is to say, the wrecking of 
buildings to make way for the new em- 
bankment began. This work was, of 
course. preceded by years of technical 
study, by a course of judicious public- 
ity, and by a long casein court for the 
condemnation of the property and the 
acquisition of the land. The new em- 
bankment is to be a mile and a quarter 
in length, from the intersection with 
Michigan Avenue to the bend in the 
river at Market Street. It is to be a 
two-level street all the way, the upper 
surface for traffic of all classes, and the 
lower street for heavy commercial 
trafic which will have a course unob- 
structed by any cross traffic. On 
January 1, 1925, this new street will, 
by city ordinance, be named Wacker 
Drive, in honor of Chairman Charles 
H. Wacker of the Chicago Plan Com- 
mission, in recognition of his dis- 
tinguished services to the city. 

This improvement gives the city two 
new streets where before it had none at 
all; for although South Water Street 
existed nominally, in practice it was 
entirely given over to the produce 
market, and was a thoroughfare for 
market vehicles only. The market is 
now moving to a more appropriate lo- 
cation, and the future development of 
the upper level of Wacker Drive will be 
of the very highest type of office build- 
ings, hotels, theaters, etc. On the 
upper water side of the 110-foot-wide 
street will be a promenade with a 
handsome balustrade and steps at 
intervals leading to the lower level, 
which is to be 135 feet wide, 25 feet of 
which is dock space. The lower street 
will be used entirely by heavy com- 
mercial vehicles. It is wide enough for 
six lanes of trucks, three each way, at 
the same time. The lower level of 
Wacker Drive will provide a direct 
route along the northern edge of the 
loop district, unobstructed by any 
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cross traffic, for commercial vehicles 
traveling between the boat and rail- 
road terminals east of Michigan Avenue 
and the warehouse district on the west 
side of the city. 

In addition to the very great benefit 
which the city will derive from the ac- 
quisition of two new streets through its 
most congested area (the central busi- 
ness district), the improvement of 
South Water Street means even more 
in the relief of congestion in this city. 
It is the last link in the quadrangle 
of wide streets intended to by-pass 
through-bound traffic around the loop. 

Counts of the vehicles entering and 
leaving the loop have shown that every 
sixth vehicle today is bound to or from 
the South Water Street produce mar- 
ket. The removal of the market, 
therefore, brought about by the 
widening of the street, will take from 
loop thoroughfares 16 per cent of the 
traffic now upon them. This figure is 
in addition to the 25 per cent reduction 
in loop traffic that will come from 
enabling through-bound vehicles to go 
around the congested district instead 
of through it, as they must today. 
Together the two represent a reduction 
of 41 per cent in present street traffic— 
a reduction which will afford positive 
relief from the condition of near- 
strangulation from which Chicago is 
now suffering. 

Besides the quadrangle develop- 
ment, the Chicago Plan Commission is 
advocating and has brought about the 
construction of a number of additional 
street connections between the loop, 
the north side, and the west side. 

An insufficient number of through 
streets is the greatest handicap under 
which Chicago traffic labors outside of 
the loop. The Plan of Chicago fully 
recognized this and the Plan Commis- 
sion has worked on the matter until 
today construction work is going for- 
ward on the widening of Ashland 


Tan Puan or Curcaco IN 1924 


Avenue and Western Avenue (north- 
and-south streets), and upon the exten- 
sion of Ogden Avenue (diagonal south- 
west-northeast) and Grand Baulevard 
(north-and-south). In court are the 
recommended widenings of five streets 
just west of the loop, the imprcvement 
of which will mean a remarkable accel- 
eration of commercial traffic, and which 
will also lead logically to the cevelop- 
ment of a warehouse district. These 
streets are Polk, Taylor, Clinton, Jef- 
ferson and Desplaines Streets. Indiana 
Avenue and Twenty-second Str2et, the 
one north-and-south and the other east- 
and-west, are also in court preliminary 
to construction work. Prepared for 
action by the City Council is La Selle 
Street (north-and-south), the d=velop- 
ment of which is going to be second 
only to that of Michigan Avenue in its 
effect upon relief of traffic congestion, 
high-class development of property, 
and the increase of property values. 

Prepared for action by the Federal 
Government is the Plan Commission’s 
recommendation to acquire the two- 
block site on Canal Street between the 
Union and Northwestern Stations for a 
much-needed new main post office. 
This site combines many striking ad- 
‘vantages, one of the most important of 
which is that it would be accessible 
from the south, west, and north with- 
out entering the loop and meeting the 
street congestion there, while at the 
same time it would be easily accessible 
from any part of the loop. 

Besides the Union Station develop- 
ment already referred to, a second 
equally extensive and important ter- 
minal project recommended in the Plan 
of Chicago is under way on the south 
side. This project embraces the re- 
building of the Illinois Central terminal 
(at an estimated cost of $88,000,000) 
on Roosevelt Road to face Grant Park. 
These two terminals still do not zover 
the whole terminal situation in Chicago. 


229 


There are other groups of railroads 
which have prepared plans for loop 
terminals to replace and improve upon 
the facilities now in use. Intimately 
associated with the proper sclution of 
this problem of a third terminal is the 
straightening of the south branch of the 
river from Polk to Eighteenth Streets, 
which the Chicago Plan Commission 
vigorously advocates, and for which 
the Federal Government gave its con- 
sent in 19238. 

From the standpoint of the relief of 
traffic congestion the river straighten- 
ing would be one of the most effective 
things that could happen, for it would 
then be possible to extend five loop 
streets south to connect with their 
southerly extensions through the city, 
and with Archer Avenue—a_ great 
diagonal artery extending southwest 
through and beyond Chicago. As it is 
now, these five streets—Market, Frank- 
lin, Wells, La Salle and Dearborn— 
come to a stub end and the traffic 
which they should bear is thrust on to 
the few and over-crowded through 
streets which we now have. 


PRESERVING Cuicaco’s NATURAL 
ASSETS 


The three most precious natural 
assets which Chicago possesses ere Lake 
Michigan; the forest lands to the north, 
south and west of the city; and the 
Chicago River. The Chicago Plan 
recommended the conservation and im- 
provement of all three. We have al- 
ready described the plan for the rec- 
lamation of the south bank of the 
river in the heart of the city. The Chi- 
cago Plan Commission has taken up 
the other two recommendations with 
equal energy. With respect to the lake 
shore the conditions, briefly summa- 
rized, were as follows: 

In 1869 a park system was laid out 
for the city. This included two parks 
along the lake shore—Lincaln Park to 


230 


the north and Jackson Park to the 
south. In the early 90’s Grant Park, 
on the lake opposite the center of the 
city, was added to the system. There 
still remained a,stretch of five miles be- 
tween Grant Park and Jackson Park 
where the lake shore was completely 
absorbed by railroad tracks, and to 
which the people had no access. As a 
health and pleasure giving retreat the 
lake in this section was a total loss. 
Now, in 1924, after the settlement of a 
long suit to which the City of Chicago, 
the Illinois Central Railroad Company, 
and the South Park Commissioners 
were parties, there is a tremendous 
amount of activity in this section. The 
lake shore is being developed into a 
park 1,188 acres in extent by filling in 
the shallow water. The new park lands 
are being laid out in accordance with 
designs submitted by the Chicago Plan 
Commission. They will contain all the 
features for pleasure that are to be 
found in the other Chicago parks, in- 
cluding a lagoon 600 feet wide; and two 
drives (referred to now as the Outer 
Drives), which will prove extremely 
helpful in by-passing boulevard traffic 
swiftly for long distances. North of 
Grant Park the Lincoln Park Commis- 
sioners have plans to make connections 
with the new Outer Drives and to ex- 
tend Lincoln Park to the city limits on 
the north, and much construction is 
going on now. When all this work is 
completed Chicago’ will have an unin- 
terrupted waterfront drive forty miles 
long through practically one continuous 
park. Even now one frequently hears 
“Gary to Milwaukee” given as the 
probable extent of the lake front drive 
as it is popularly regarded. The re- 
habilitation of the Illinois Central 
Railroad facilities, including electrifi- 
cation of its services, and the provision 
for bridges to cross the tracks into the 
new park at approximately every mile, 
were important parts of the negotia- 
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tions for the park development of the 
lake shore to the south. 

In accordance with the recommenda- 
tion of the Chicago Plan with respect to 
the forest lands, the Forest Preserve 
District of Cook County was organ- 
ized in 1914. There were at that time 
about 35,000 acres available, and of 
these approximately 27,000 have al- 
ready been acquired. These lovely 
tracts, which form a belt about the city, 
are being kept in a state of nature, and 
no words are expressive enough to say 
what they mean now to a great urban 
population, and what they will con- 
tinue to mean as time goes on. 


Tue CITIZENS ARE FOR THE PLAN 


From the very outset the Commis- 
sion has understood the importance of 
carrying the plan to the people that 
they might be thoroughly informed 
about it. All the construction work on 
plan projects—completed, in progress, 
or about to begin—has been preceded 
by vigorous educational campaigns. 
The plan is so good, so logical, so 
economical, and so forward-looking 
that it needs but to be explained to 
have its advantages understood. The 
Commission has taken it, by means of 
illustrated lectures delivered on an 
average of once a week for years, to 
thousands of citizens. It is described 
in a textbook prepared in the office of 
the Commission and used in the eighth 
grade of the schools since 1912. Its 
projects, collectively or individually, 
have been described in pamphlets 
issued and distributed by the thousand 
from commission headquarters. The 
methods of the Commission,—non- 
political, non-sectarian, and non-sec- 
tional,—and the plan itself because of 
its obvious merit, have had the sup- 
port of the press in a way that no other 
movement in Chicago has ever had. 
The newspapers of the city are a unit 
in upholding the plan, and of course 
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their agency in keeping the plan before 
the people is most powerful, influertial 
and valuable. 

The powers of the Chicago Plan 
Commission are advisory only. The 
execution, therefore, of plan projects 
rests with the public officials, certain of 
whom are always ex-officio members of 
the Plan Commission. The Commis- 
sion enjoys today, and has always en- 
joyed, the hearty co-operatior of the 
men in public office. 

At the moment then that tie Flan 
of Chicago attains to its fifteenzh anni- 
versary, we find Chicago citizens be- 
lieving so warmly in their plan end 
reposing so much confidence in the 
Plan Commission, that construction 
work on plan projects is going on in 
every part of the city; that plans are 
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matured ior public works and other 
improvements, the construction of 
which is just waiting upon the courts, 
etc.; and that the technical staff of the 
Plan Commission has before it for 
study nearly a hundred projects for the 
facilitation of traffic. In fact, the 
guide out of a distressing traffic tur- 
moil in Chicago—and the only guide— 
is the Plan of Chicago. 

Subways, sub-sidewalks, overhead 
sidewalks, alley sidewalks, escalators, 
arcades, and stricter traffic regulations 
have been suggested for the relief of 
traffic congestion in Chicago; but, 
when all has been said, the major 
projects of the Chicago Plan Commis- 
sion are still fundamental. They must 
be settled first, after which the others 
can follow intelligently. 


The Plan of Philadelphia 


By Joun Irwin Briaut 
Architact, Philadelphia 


N any discussion of the City Plan of 
Philadelphia, there should first b2 a 
statement of the problem, settirg forth 
as clearly as may be its varicus ele- 
ments. It can be expressed in dta- 
grammatic form with the headmgs ar- 
ranged in what I believe to be the order 
of their relative importance: 


1. Housing 
2. Business 
8. Traffic: Water 
Rail: Long Distance Freight 
Long Distance Passenger 
Local Transit 
Automobile: 
Trucking 
Passenger 
Pedestrian 


To live among pleasant surroundings 
is a fundamental human longing. We 
work to attain this end and the main 


function of intra-urban transportation 
is to afford a physical link between the 
home and the place of employment. 

We have here the frame work upon 
which the whole structure of city plan- 
ning must be built. 

It canno: be too strongly maintained 
that the question should be primarily 
one of sociology. The home must re- 
ceive our first attention, for it is incon- 
trovertible that a poorly housed people 
is symptomatic of a serious flaw in the 
structure of our civilization. What is 
ahome? Is it a single house or a tene- 
ment? Are bathrooms and dining 
rooms necessities or luxuries? The 
form of the city is the expression of 
just such intimate details, and if we 
adopt a transportation system and a 
street plan which in their operation 
foster overcrowding, in which the in- 
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terests of business take precedence to 
those of humanity, let us do it con- 
sciously and with deliberate intent. 

The vast majority of men are en- 
gaged in earning their daily bread in 
places more or less distant from their 
homes. Philadelphia lies to the west 
of the Delaware and on both banks of 
the Schuylkill. Most of the land is 
suitable for building and the vastness of 
the area, offering but few physical ob- 
structions, has brought about a ten- 
dency to spread in all directions. But 
it lacks a natural, well-marked sense of 
direction and the vagueness of its 
reaching-out has not prevented an in- 
tense concentration in the original 
center of the city, where the large shops, 
office buildings and banks are located. 
This condition is characteristic of most 
cities standing on featureless plains. 
They have no place to go, or, what 
amounts to the same thing, they have 
too many places to go. As a conse- 
quence, there is a huddling together at 
one place only. 

The planner cannot ignore these 
facts. Should he advocate transpor- 
tation and highways which will reduce 
the distance between the factory and 
the home, evolving a policy founded on 
the proposition that living conditions 
must come first in the scheme of things, 
or should he allow these vital matters 
to be decided by the land speculator? 

Statements in the Socratic form de- 
mand answers, and Philadelphia, lack- 
ing the authority of a City Plan Com- 
mission, is silent, waiting for what the 
morrow will bring forth. The ap- 
pointment of such a body will certainly 
not bring about the millennium, its 
opinion will not always be the council 
of perfection, but in the words of a cele- 
brated engineer, “I offer this theory. 
It may not be unassailable. I myself 
take it with a grain of salt. But at 
least it is something to work from and 
anything is better than chaos.” 
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Business EXPANSION AND RESULTING 
CONGESTION 


The second heading, Business, covers 
a vast range of activities. But to be 
specific, just where shall our factories 
be placed? Quite evidently they can 
only exist where they are adequately 
served by rail, trucks and shipping, and 
where they can be reached by their 
operatives without prohibitive loss of 
time. But are we sure that the rail- 
roads and the docks are anything but a 
horrible jumble? Why increase the 
unstability of a basically unsound 
structure? The City Plan Commis- 
sion must at least express its cpimion 
on these things even though its advice 
is not followed. 

And then there is the ever-increasing 
pressure at the center of the city. 
Every morning hundreds of thousands 
of people rush to an area of less than a 
square mile and try to stand on the 
same spot. The office buildings stack 
them in twenty or thirty layers high 
where they remain all day and at a 
given signal they rush for home. 
Wouldn’t ten layers be enough— 
wouldn’t five layers be even better? 
Here is a question that demands an im- 
mediate answer, and to obtain it a 
Zoning Commission was appointed. 
Zoning can only be beneficial as an 
elaboration of a well-conceived city 
plan, and in this case, whilst its mem- 
bers were wisely chosen, it had the 
effect of sending a little boy to do a big 
man’s job. He tried hard and failed. 
When he urged that the number of 
layers be limited to permit the fellow at 
the bottom of the pile to get a breath of 
fresh air, a prominent officer of the city 
government spoke as follows: “The 
men who wish to build these great 
buildings are here. They represent at 
least a billion dollars. What do you 
zoners represent?” In ring parlance 
that was one on the button, and the 
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Zoning Commission has not yet rezov- 
ered from the blow. So things are al- 
lowed to drift and congestion :ncreases 
day by day. Year by year, buildings 
increase in size and number. Streets 
designed for a few horse-drawr wagons 
are now forced to contain huge street 
cars and countless automobiles Evary- 
one cries out for relief and every sugzes- 
tion is condemned as impracticable. 

A word must now be devoted to the 
port and to the through railroad lines. 
Here again a worn-out system, imno- 
cent of any comprehensive thcugh: in 
its plan, is made to serve in some fesh- 
ion, the metropolitan area o? which 
Camden is as much a par: as is 
Philadelphia. 

In the beginning, sailing ships cf a 
few hundred tons burthen nosed into 
the river bank on the Philadelphia side. 
Gradually the docks extended up end 
down the river until now in a casval, 
unorganized sort of way, they stretch 
for fifteen miles and use both sides of 
the stream. While tonnage was n- 
creasing from thousands to millions, 
the city was presenting a wider and 
higher barrier between the river front 
and the back country, and it is the hm- 
terland which gives expressior to a 
world port—the city acting mairly asa 
clearing house and a point of transfer. 
Tt is becoming more and more diffierlt 
and costly to move freight through 
this vast center of population, end ell 
the merchandise is eventually handled 
on a river street entirely inadequate for 
the purpose. The whole thing sim- 
mers down to one point. The shipper 
asks but one question,—“‘How much 
per hundred pounds does it cost to 
transfer at the dock ocean-carried 
freight?” The cost at Hamburg is 
one-third of the New York charges, 
Philadelphia shippers pay in direct 
charges two and one-half times as much 
as the German merchant and then a 
large, additional, indirect sum. The 
handicap is almost entirely due to the 
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‘absence of an orderly, scientifically 
conceived plan. 

The trunk-line passenger and freight 
system is similar to the port im so far as 
it is an elaboration of a planless com- 
petitive system. It serves the port so 
poorly that ocean freight for the main 
part simply ignores its existence and 
travels on to New York. How can some 
order be evolved from this confusion? 

As if these difficulties were not 
enough, the automobile has suddenly 
descended upon us. At one stroke the 
city has burst its bounds, and for all 
practical purposes Philadelphia can 
now be regarded as a circle having a 
diameter of sixty miles. High-speed 
suburban trains have contributed to 
the expansion, but the automobile is 
by far the most important factor. 
From all points of the compass, these 
intensely modern vehicles converge 
towards the City Hall, each car oc- 
cupying at least 150 square feet of the 
roadway. Often there is but one oc- 
cupant. Twenty years ago, this same 
citizen was content with four or five 
square feet. The streets are no wider 
than they formerly were, but there 
are many more people and they 
insist upon many times more elbow 
room. They need roads from their 
homes twenty miles away and therefore 
we are beginning to see that the city it- 
self is only part of a region. The vision 
must extend beyond the horizon and, 
for purposes of planning, political sub- 
divisions must be disregarded. The 
Philadelphia approach to tke new 
bridge is the affair of Camden im a very 
real sense, for if there is not freedom of 
movement on the west side of the river, ' 
the most adequate plazas and avenues 
on the east side will fail of their pur- 
pose. In a pipe of water any obstruc- 
tion stops the flow in its entire length. 
City planning is but a detail of regional 
planning. It is a subdivision divided 
again into a multitude of suoheads 
which can only be treated intelligently 
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as parts of a general scheme. The 
automobile has widened our grasp of 
this subject. A man who drives his 
machine has a very practical interest in 
the entire extent of the road and every- 
thing pertaining thereto. Political 
boundaries mean nothing to him. 
There are many other things to be 
considered in the city or regional plan; 
public buildings, schools, water supply 
among them. But no one part can 
stand alone. The railroads, the port, 
housing, the street system, must be 
regarded as forming a complicated ma- 
chine in which each wheel and shaft 
and bearing performs a certain func- 
tion. But in this machine, constantly 
repaired and modified, there is one 
important wheel which is causing ab- 
normal friction and must be redesigned. 
The highways generally, both regional 
and local, are being subjected to an 
impossible strain. Each population 
center in the region must be inter- 
connected by low-grade, broad and 
wellpaved highways. Philadelphia is 
fairly well provided with divergent 
roads, but lacks almost entirely 
circumferential boulevards. As a con- 
sequence automobiles and trucks cannot 
get from one radial road to another 
without being forced into the center of 
the city. This causes congestion and 
needless loss of time. Through travel 
between New York and Washington, 
between Allentown and Chester or 
Reading and Trenton would be greatly 
facilitated by sucharoad. Itselements 
exist at present, but are so tortuous 
and narrow that it is quite useless. 


SUGGESTIONS TO ALLEVIATE 
TRAFFIC JAM 


Circulation in the center of the city 
presents a problem of its own. The 
streets are narrow, it is true, but the 
main trouble lies in the constant stop- 
page of traffic at street intersections. 
Street widening either by setting back 
the buildings or arcading them is im- 
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possible in any adequate degree. The 
time is rapidly approaching when our 
nomenclature will have to be revised 
and what we now call a street will have 
to be regarded as a traffic conduit. A 
new terminology often stimulates our 
mental processes. 

We recognize three distinct classifi- 
cations of traffic: rail, pedestrian and 
the automobile. 

Rails can be elevated or depressed 
and thereby separated from the other 
two divisions. But even if the surface 
cars are abandoned, they would prob- 
ably be replaced by hugh auto-busses, 
leaving the situation much as it is at 
present. The planner must design a 
“traffic conduit,” in which there is no 
serious friction either in the straight 
runs or at intersections. This can be 
accomplished by using the present 
roadway for street cars and pedestrians. 
As a tule the cars come to a full stop 
at every intersection, and pedestrians 
can safely cross from one side to an- 
other during the time required to load 
and unload passengers. Automobiles 
must occupy a higher level and the 
platform must be arranged to allow 
vehicles approaching each other at 
right angles, at the intersections to 
continue on their way without stop- 
page. This is an essential detail, for 
it is generally realized that the main 
cause of congestion is the constant im- 
mobilizing of traffic at points where 
highways cross each other. We will 
have a two-storied street. With the 
addition of a subway for the use of high- 
speed trains and a pedestrian walk 
above the automobile right of way, the 
traffic conduit will contain four tiers. 

At first glance this seems a dreadful 
thing, but what else is to be done? A 
horizontal amplification of the corridor 
is ineffective. A closed valve stops the 
flow in a six-inch pipe as absolutely as 
it does in a one-inch pipe and the traffic 
policeman, blocking east and west 
movement to allow north and south 
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vehicles to proceed, reversing ~he proc- 
ess every few minutes throug.iout the 
day, turns, as it were,a valve. Under 
this system a one hundred-foot road- 
way is quite as congested as a thirty- 
foot roadway. If we really wish tc re- 
duce overcrowding, we must get rid of 
the obstructing valves. It may be some 
time before this can happen. The sug- 
gested design might be greatly improved, 
but it is nevertheless a fact to be con- 
fronted that a sufficient head of water 
will burst any pipe. We are pouring 
more into our streets than they can hold, 
and if they cannot bulge sideweys tiey 
must be increased in size vertizally. 

In so far as the treatment of she cen- 
tral part of the city is concerned, the 
task seems hopeless; and it is Con- 
ditions can be improved in a measure 
and in detail, but “‘solution”’ is a word 
to be used with great circumspection. 

Planning will help, at leas: for a 
time. A two-, three- or four-tler 
roadway will relieve some of the im- 
mediate pressure, and that is all that 
may be said for it. Our accepted phi- 
losophy of business, of land tenure and 
of credit is based on congestion and any 
proposal to relieve it cuts straight 
across every vested interest. A. wicer 
or more effective avenue will be ac- 
cepted under the one and only condi- 
tion, that it will increase and not di- 
minish the number of its users. 

The city planner must be given the 
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money to work with. A plan is gener- 
ally a valuable advance notice to the 
dealer in land. He is the one who 
reaps most of the profit. When the city 
finally dezides to execute the work, it 
condemns property under a valuation 
much of which has been created by the 
proposed improvement. Assessments 
of benefits, taxation based on higher 
valuations help to a certain extent but 
do not go far enough. I am speaking 
more particularily of new projects 
similar to the Parkway. It is a 
financial system as unsound as ever 
conceived by the brain of man and 
under which city planning is enfeebled 
to a point of inanition. If there is a 
remedy it lies in the right cf Excess 
Condemnation. Working under such 
a law, more land can be taken than re- 
quired for the actual purpose in mind 
and at a later date the surplus may be 
sold. It will not entirely prevent land 
speculatior and the city government 
will not be able to get all of the profit, 
but it is quite possible for it tc use this 
instrument so effectively that it may 
be reimbursed for part, or even in some 
cases, all of the expense. The passage 
of the act is rendered doubly difficult 
because there will first be required an 
amendment to the Pennsylvania Con- 
stitution. But once written in the 
Statute Books it will advance the cause 
of City Planning more than any other 
one thing. 


Philsdclohia © Teattic Problems and Tew solution 


By J. Borron WEEKS 
President, Keystone Automobile Club 


HILADELPHIA is one of Amer- 

ica’s greatest centers of automo- 
bile traffic. Added to the 190,000 auto- 
mobiles owned by the residents f the 
city and its immediate suburbs, are the 
thousands of commercial and pleasure 
vehicles coming daily over its great 
tributary highways, such as the Lin- 


coln Highwey, from the West and New 
York, the Caester and Baltimore Pikes 
from the South, the Willow Grove 
Pike from the North, and the Delaware 
River ferries from the East, as well as 
numerous other arteries of lesser im- 
portance. 

For the handling of this traffic the 
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city has 1,486 miles of streets within 
its area of 180 square miles. 


I. PHYSICAL ASPECTS 


The traffic problem of a large city 
has, broadly speaking, two major as- 
pects—physical and regulatory. As 
the stream of traffic swells and reaches 
the choking point, in a given section, 
means must be evolved for the afford- 
ing of more adequate floor space, 
properly arranged. William Penn’s 
plan of running his streets at right 
angles to each other, forming innu- 
merable squares, had and still has, 
certain advantages, but with the devel- 
opment of the city to its present enor- 
mous proportions, this plan has devel- 
oped manifest disadvantages from a 
traffic standpoint. It is the natural 
and economic thing for a traveler to 
go from one pomt to another by the 
most direct route. Hence we find in 
some of the better planned of the large 
cities, such as Washington and Paris, 
a great system of diagonal boulevards. 
The value of such a boulevard is shown 
by Philadelphia’s spacious Parkway, 
running from City Hall, in the heart of 
the city, to the east drive of the Schuyl- 
kill River. Lancaster Avenue and 
Ridge Avenue and the great Roosevelt 
Boulevard are other illustrations of the 
value of diagonal thoroughfares. In 
some sections of the city it is still possi- 
ble to carry through a system of 
diagonal highways, but this treatment 
will become more expensive as time 
goes by and will eventually become 
prohibitive. 

An abnormal volume of traffic is 
carried by a few of Philadelphia’s main 
highways. Walnut Street is the major 
carrier of east and west traffic, except- 
ing east of the Schuylkill River, where 
it is a one way street and is relieved of 
east bound traffic by Chestnut Street. 
Broad Street, because of its great 
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width and length, bears the major 
north and south burden, running as it 
does from League Island to the Roose- 
velt Boulevard and beyond. There 
should be constructed east of Broad 
Street at some point west of the ap- 
proach to the Delaware River Bridge, 
a parallel street of equal width, free of 
street railway lines, so that it may be 
devoted exclusively to motor vehicle 
and other vehicular traffic. The effect 
of this would be to relieve Broad Street 
of the great volume of traffic coming 
from a large portion of North Phila- 
delphia, for points east of Broad Street 
in the business district. This traffic 
now uses Broad Street because of the 
inadequacy of the width and pavimg of 
the streets between it and the Delaware 
River. Another parallel street, with- 
out street car lines, should be con- 
structed west of Broad Street, between 
it and the Schuylkill River. Walnut 
Street should be relieved by the widen- 
ing of some parallel street to the south, 
and that street should be relieved of its 
burden of street car tracks. 


ELIMINATING SURFACE Car LINES 


There can be no adequate solution. of 
Philadelphia’s downtown traffic diffi- 
culties so long as practically every 
street is occupied by street car lines. 
There are no surface lines in downtown 
London or Paris. In fact, there is very 
little mileage of surface cars anywhere 
within the limits of those great cities. 
Paris traffic, owing to its great diagonal 
boulevards and freedom from street 
car lines, to a large extent handles it- 
self. Subway systems in both London 
and Paris, supplemented by adequately 
run bus lines and taxicabs, convey the . 
traveling public in a satisfactory 
manner. 

Surface railway cars in the business 
district of a great city constitute a great 
economic waste. Every inch of usable 
space on the downtown streets is of 
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high value. What a single street zar 
live can do to that space is indicated by 
the condition of Chestnut Street, where 
the single track line occupies the center 
of this narrow one-way thoroughfare. 
Wher a street car stops for the purpose 
of taking on or discharging passengers, 
the center of the street is occupied by 
the car, the right side by the boarding 
and alighting passengers, and the left 
side alone can be occupied by vehicles, 
whereas there is room for three lanes of 
travel going in the same direction. If 
the car tracks were removed and auto 
bus lines instituted, the bus would 
stop, as it does in London, flush to tie 
curb, unloading and loading its passen- 
gers directly from the sidewalk and 
still leaving two open lanes of travel, 
with complete safety to the bus users. 
With existing conditions, the street car 
today, the instant it stops, completely 
blocks at least two of the three lanes of 
travel. 


Hanpurne Hpavy AND Ever-Increas- 
ING TRAFFIC 


The problem of dealing with heavily 
traveled points, such as intersections or 
junctions of two or more streets, has 
been handled satisfactorily by the es- 
tablishment of traffic circles around 
which the traffic can revolve. The 
most conspicuous traffic circle in the 
city is that on which City Hall is 
located and which receives the traffic 
from Broad Street, Market Street and 
the Parkway. A traffic circle, however, 
is only possible where there is space for 
a large circle. A new method of deal- 
ing with traffic at congested intersec- 
tions, where it is necessary to make 
numerous right and left hand turns, 
has recently been suggested by Super- 
intendent Mills. This plan contem- 
plates the construction of a roadway 
across the corners in such a manner as 
to permit an uninterrupted flow of all 
traffic to the right. This “cut off” of 
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each of the four corners, without re- 
moving the actual point of the corner, 
can be employed at numerous points 
where it is not possible, because of lack 
of space, to create a traffic circle. A 
specific point at which Superintendent 
Mills has recommended the eerly con- 
struction of such a system of “cut offs” 
is the intersection of sixty-third Street 
and Market Street, where both right 
and left hand turns are made with great 
frequency by traffic coming from all 
four directions. 

In the summer of 1926, the Delaware 
River Bridge, connecting Philadelphia 
and Camden, will be completed. The 
Philadelphia end of this is at Franklin 
Square, fifth and Vine Streets. It is 
reasonably certain that this bridge will 
be the means of drawing many motor- 
ists to the New Jersey shore resorts 
and will greatly increase the volume of 
intercity travel between Philadelphia 
and Camden, and its suburbs. In 
addition to the normal growth o? travel 
between these two cities, there will be 
this much further tax on the capacity 
of this structure. There is nothing 
strange about this. It is a common 
occurrence for a public utility, which 
is greatly wanted, to be inadequate for 
the need it is designed to meet by the 
time it is ready for public use. The 
construction of another bridge further 
up the river has already been urged, in 
some location that will take away all 
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destinations, from North Philadelphia 
and much from West Philadelphia, 
without the necessity of passing through 
the downtown congested area. 
Philadelphia’s main highways, lead- 
ing to outside points, may be likened 
to the ribs of an open-fan, with the 
Delaware River as the base. Some 
consideration has been given to the 
creation of belt lines, which will cross 
these radial highways in such a manner 
that they car be used by travelers de- 
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siring to avoid the central sections of 
the city. There is one such highway 
now designated by the words “belt 
line” on the telegraph poles. but 
neither its width nor its state of repair 
has been sufficient to excite any real 
interest or use. Circumferential high- 
ways connecting the radial highways, 
particularly just outside the city limits, 
are much needed. Study of this prob- 
lem is now being made by a volunteer 
committee representing various civic 
organizations, including the Keystone 
Automobile Club. 

Most of the major questions on the 
physical side of the city’s traffic prob- 
lem must be dealt with by the authori- 
ties in charge of city planning. In the 
future, as in the past, they will no doubt 
receive many constructive suggestions 
from the Department of Public Safety, 
in whose hands the practical problem 
of the daily control of traffic is en- 
trusted. 


Il. REGULATORY ASPECTS 


The regulation of traffic is an ever 
acute and changing problem in every 
large city. The great objective of 
regulatory measures is the greatest 
speed with the maximum safety. In 
Pennsylvania the rules of the road are 
established by a motor vehicle law, uni- 
form in its effect throughout the state. 
This law prevents municipalities from 
passing any local regulations excepting 
with relation to stopping and parking, 
the establishment of zones in which 
vehicles may park at night without 
lights, the use of one-way streets, the 
regulation of the kind and weight of 
traffic on certain streets, and the es- 
tablishment of safety zones. The city 
is likewise empowered to make special 
regulations as to the routes to be cov- 
ered by vehicles transporting passen- 
gers. Even these regulations, if enacted 
into ordinances, are not effective until 
the municipality has posted adequate 
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notices or signs in the localities affected. 
The effect of this law is to give to the 
motorist, coming from any part of the 
state, adequate warning of special and 
local regulations, and to restrict those 
regulations within as narrow as possible 
a compass. The regulation of vehicu- 
lar traffic other than that of motor 
vehicles is, in theory, under the con- 
trol, exclusively, of council. Needless 
to say, it is necessary, by reason of the 
great preponderance of motor vehicle 
travel, for these regulations to be 
subordinated and conformed to the 
motor vehicle law. 


TRAFFIC SIGNAL LIGHTS 


The synchronized traffic system, 
extending over 17 blocks on North 
Broad Street, has proven thoroughly 
successful. Recent experiments with 
a “master light” in the tower of City 
Hall, around which Broad Street traffic 
revolves, did not measure up to expec- 
tations, because it did not adequately 
signal traffic proceeding away from City 
Hall and did not give ample warning 
to the users of intersecting streets. 

A splendid improvement has been 
made in the installation and operation 
of the synchronized control of traffic 
lights in this city, by using a Warner 
time clock in connection with each 
light, instead of controlling the system 
by an underground cable, as in the past. 
A short time ago the use of these clocks 
was looked upon as an experiment. 
Today the authorities express the 
greatest satisfaction with their use. 
The effect on costs, both of installing 
and operating the synchronized sys- 
tem, has been very radical. The cable 
control plan involved an installation 
cost of from $10,000 to $15,000 per 
mile. It is now possible to install the 
system by using the Warner time clocks 
at an expense of from $2,000 to $3,500 
per mile, the use of the clocks eliminat- 
ing the necessity of laying cables. 

Philadelphia has adopted the system 
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of traffic signal lights recommended by 
the International Police Conference 
and International Association cf Chiefs 
of Police—red for “‘Stop,” green for 
“Go,” and yellow for “Prepare for 
Change,” if an intermediate signal is 
given; or to be more accurate, this 
system of color signals, first in effec: in 
Philadelphia, has been generelly ap- 
proved. The advantage of green as 
the signal to “go” is that it can never 
be confused with general street lights 
or commercial lights, which are nearly 
always yellow. 

Simplicity and clearness, togetrer 
with visibility both in daytime and. at 
night, should be the aim of al. traffic 
signs and lights. Under the Pennsyl- 
vania law there can be no corrvict:on 
for the disregard of a legal traffic ordi- 
nance, where signs giving notice of the 
requirement—such as one-way streets, 
no parking, etc—have not cleazly 
shown their intendment. A common 
form of sign which means nothing, aad 
the disregard of which cannot be prcp- 
erly penalized, is found in many local- 
ities bearing the words “No Parking” 
or ““No Parking Here.” What dces 
such a sign mean? Does it mean n0 
parking in front of the building in front 
of which the sign is placed? Does it 
mean no parking in that block or on 
that particular side of that street, or 
within a reasonable distance of tie 
sign, or, if the last mentioned, what is 
a reasonable distance? Of course it is 
“ not necessary that a sign contain word- 
ing at great length, but it is essential 
that what it says shall be sufficient_y 
clear to give to the stranger, as well as 
to the resident, adequate notice o what 
is required of him. A sign that means 
anything means nothing, if viewed 
from an enforceable standpomt. Ade- 
quate traffic signs are a great aid to 
traffic officers and tend to eliminate 
hesitancy, confusion and unnecessary 
stopping on the part of vehicle drivers. 

Vivid signs can be made to convey a 
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meaning even to the unintelligent, as is 
illustrated by the experience in New 
Orleans, where, by reason oi the large 
number of illiterates, signs of different 
shapes, such as stars, squares and tri- 
angles, of different colors, have each a 
definite and well known local meaning. 
It has been suggested by Superintend- 
ent Mills, in Philadelphia, that all 
traffic signs appear in the shape of 
arrows. 


Various METHODS or Arpine TRAFFIC 


Most cities having wide thorough- 
fares such as Broad Street, Philadel- 
phia, do not get the full value of the 
entire street width for traffic purposes. 
This is due to the failure of slowly mov- 
ing vehicles to keep to the extreme 
right as the law requires, allowing the 
faster moving overtaking vehicles to 
occupy the left lanes of travel in the 
same direction. The enforcement of 
the rule of the road to “keep to the 
right” will give to cities possessing 
these wide thoroughfares, with several 
lanes of traffic in each direction, the full 
value of their floor space. 

Left-hand turns are dealt with in 
Philadelphia, at any intersection where 
a traffic officer is on duty—excepting 
at certain points in the very heart of 
the city where left-hand turns are en- 
tirely prohibited—by the so-called 
“traffic turn control system,” under 
which the driver stops to the extreme 
right of the street, within the limits of 
white lines painted on the streets, and 
awaits the signal of the traffic officer 
before making his turn. 

The designation of one-way streets 
has been necessary in the downtown 
districts because of the numerous nar- 
row streets occupied by surface street 
car lines. The policy has been to estab- 
lish these streets only where there was 
areal necessity for them. These streets 
are designated by ordinance of Council 
on the recommendation of the Depart- 
ment of Public Safety. 
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Parking is by no means the least of a 
city’s traffic problems. Every step in 
the direction of eliminating parking in 
congested districts evokes opposition 
for the time being. If an ideal city 
were to be planned by engineers today, 
in al] probability there would be 
definite squares set aside in business 
localities for exclusive use as parking 
areas. It is undoubtedly a fact that 
thriving business districts away from 
the hearts of cities have been created 
and made successful largely by the fact 
that persons, desirous of doing their 
shopping by automobile, have found it 
impossible to park in downtown con- 
gested districts. The business section 
on Fifty-second Street, Philadelphia, is 
an illustration. The virtue of these 
small shopping centers is that, even 
though there may be a no-parkmg¢ rule 
effective in front of the stores, side 
streets are usually available for parking 
purposes. It would seem that parking 
should not be prohibited unless the 
presence of parked vehicles impedes 
the speedy movement of travel. 

Philadelphia's recent campaign 
against both glaring and inadequate 
headlights on automobiles has, it is be- 
lieved, had much to do with the safety 
of night driving and walking, and this 
campaign, conducted jointly by the 
Department of Public Safety, under 
the direction of General S. D. Butler, 
director, and the Keystone Automobile 
Club, extended even beyond the city 
limits. It followed the declaration of 
the State Highway Department that 
the light equipment and adjustment 
laws would be enforced by the State 
- Motorcycle Patrol. Eight hundred 
focusing screens were furnished to as 
many garages, designated by the Key- 
stone Automobile Club, so that every 
motorist would have the opportunity 
to ascertain whether his lights were 
equipped with legal lenses and reflec- 
tors, and was given the opportunity of 
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having his lights properly focused—the 
bulb put in proper focal adjustment to 
the reflector—and the lamps properly 
tilted and aimed. The change effected 
by the enforcement of the headlight 
law has exceeded all expectations. Il- 
luminating éngineers and motor ve- 
hicle administrators who have visited 
Philadelphia recently have pronounced 
the experiment so satisfactory as to 
warrant similar efforts of enforcement 
elsewhere. 


PHILADELPHIA’ S CONTRIBUTION 


Philadelphia hascontributed, through 
its thorough student and administrator 
of traffic, Superintendent of Police 
William B. Mills, many important 
ideas with respect to the handling of 
traffic of a great modern city. Among 
these may be mentioned the use of the 
traffic semaphore for the first time in 
any city, the first official abolition of 
left hand turns at extremely congested 
intersections, the creation of the first 
no-parking areas and the establishment 
of the first one-way street. The latter 
statement may be qualified by stating 
that, while one-way streets have been 
in use since the days of Pompeii, and 
have been in use on streets of Phila- 
delphia for the past fifty years as to 
certain very old streets less than twelve 
feet in width, the designation of Chest- 
nut Street as a one-way street, marked 
for the first time the policy of any great. 
city of setting aside one of its main 
downtown thoroughfares for the ex- 
clusive use of traffic proceeding in one 
direction. 

Students of traffic are agreed that 
the human element plays a vital part 
in the successful handling of traffic. 
This is an aspect of the problem that 
has been specially stressed in this city, 
where courtesy and tact on the part of 
a traffic officer are held at a premium. 
Their attitude has its necessary reac- 
tion upon the drivers of vehicles. 


The Traffic Problems in Detroit and How 
They Are Met 


Br T. Guewn Painures 
Consultant, City Plan Commission, Detroit, Michigan 


VERY city of any importance has 

its traffic problems, due largely to 

the number of motor vehicles wi-hin 

its boundaries. The city of Detroit, 

however, occupies a position quite 

different, perhaps, than that of any 

other metropolitan center. This is 

caused by the manner in which it was 
laid out under the original city plan. 

The first definite plan for the devel- 
opment of Detroit, prepared in 1807 
and known as the Governor and 
Judges’ Plan, proposed a series of 
important thoroughfares all leading 
to a central axis or circle. On that 
plan are found these remarks: “The 
streets that run north and soith, east 
and west are all 200 feet broad: the 
other principal streets are 120 feet 
broad; the cross intermediat2 streets 
are 60 feet broad. . . .” A very 
small portion of the plan has peen 
carried out and consequently the 
streets, to a great extent, are o? in- 
sufficient width to carry the present 
traffic loads. After a lapse of over 
one hundred fifteen years, we are 
reverting to the street width of 120 
feet for important thoroughfares, and 
204 feet for super-highways. 

Detroit is unique in its present 
street layout. The city is bounded on 
the south by the Detroit River and 
part of Lake St. Clair. Adjacent to 
the river and within a half mile circle 
is the city’s business district. This is 
a hub, from which throug: streets 
radiate to the east, northeast, north, 
northwest, west and southwest, ~here 
being six such thoroughfares. These 
six thoroughfares bear a large per- 


centage of the daily vehicular traffic 
and dump it into the one-half mile 
circle, or if the destination of this 
traffic is not the downtown area, it 
passes through that section of the city, 
destined for some other point, thereby 
adding to the congestion. It is now 
planned that a portion of the traffic, 
passing through the business district, 
going from one side of the city to the 
other, will be diverted to a cross-town 
thoroughfare which is being provided 
just north of the central district. 


RELIEVING TRAFFIC CONGESTION 


The first move made towards the 
relief of the traffic situation was the 
limiting of parking on certain streets, 
time limits being established for parked 
cars. This relief proved only tempo- 
rary, because the increase in number of 
motor vehicles was so rapid that the 
advantage gained was quickly lost. 
Parking was then eliminated on one 
side of certain streets, and in some 
cases, on both sides of narrow streets. 
This, too, was merely temporary relief. 
Carrying the no-parking principal a 
step farther, an ordinance was enacted 
prohibiting the parking of eny vehicle 
on certain through traffic or “stop” 
streets during the late afternoon and 
evening hours. On all streets in the 
central business district and on the 
important streets radiating therefrom, 
for a distance of several miles, no 
parking is allowed between 4.30 P. m. 
and 6.15 p.m. ‘This plan has been of 
considerable value and is a real step 
towards the relief of the traffic situa- 
tion, as it allows the mass traffic to 
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move from and through the center 
of the city during the rush’ hours of 
the day. 

The City Plan Commission, together 
with other interested departments, in 
connection with its thoroughfare plan 
for the Metropolitan District, has 
. prepared a traffic map of the downtown 
district, which shows the location of 
car tracks, street and pavement widths 
and density of traffic, that is, the 
number of vehicles passing a given 
point during certain hours of the day. 
Routes have been so planned upon 
this map that traffic which does not 
wish to come into the central business 
district may by-pass it. This plan 
will be placed in the hands of traffic 
directors at factories, trucking com- 
panies, etc., in order that the drivers 
may familiarize themselves with the 
best routes of travel around the busi- 
ness center. 

A sure, if only temporary, way of 
aiding the present traffic situation is 
to provide wider pavements. The 
Department of Public Works has 
widened many thoroughfares, setting 
back the curbs and taking from the 
sidewalks or grass plots sufficient space 
to provide for one or two additional 
lines of traffic. Pavement widenings 
were started on a rather small scale 
because of limited finances, but the 
relief from congestion on the widened 
pavements was so noticeable that 
citizens clamored for further widenings, 
with the result that a definite plan has 
been worked out by the City Plan 
Commission and other departments, 
which will be followed for several 
years. 

On all streets that are widened and 
in some instances where pavement 
widening has not been undertaken, 
the Department of Public Works has 
been increasing the turning radius 
at corners, thereby enabling motor 
vehicles to turn corners with greater 
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ease. Most streets and intersections 
were designed for the horse-drawn 
vehicle age and not in such a manner 
as to allow vehicles with long wheel 
bases to turn with ease. Though 
the work may seem trifling, the 
increase of radii at corners has had a 
decided effect in expediting the move- 
ment of traffic. 

Another step towards the relief of 
the traffic situation was the passage, 
about a year ago, of an ordinance 
requiring all vehicles to come to a 
complete stop when entering or cross- 
ing certain streets. There are twelve 
streets included in the ordinance and 
each carries thousands of motor vehi- 
cles and street cars daily. The city 
authorities found, after a few weeks, 
that traffic accidents were greatly 
reduced and the movement of vehicular 
trafic to and from the center of the 
city was expedited. The “stop” street 
ordinance is a measure that Detroit 
officials commend to every other city 
that has not yet adopted the plan. 

Detroit has the same enforcement 
problem that other cities have in 
carrying out its traffic regulations. A 
sufficient number of traffic officers 
have been placed on duty to impress 
violators that the law must be ob- 
served. 

A new plan has recently been in- 
augurated to handle traffic cases. The 
violation of the ordinance results in a 
card being placed upon the car. The 
driver is given 48 hours in which to 
report with the card at the Violation 
Bureau of the Police Department. If 
he fails to do so, a court summons is 
issued and he is taken before a judge 
for trial. In the cases of those who 
report to the Violation Bureau, the 
first fine for improper parking is $1, 
the second $3, and the charge there- 
after is $5 for each violation. The 
driver need not pay this fine if he feels 
that the ordinance has not been 
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violated, his option being to appear 
in Traffic Court for trial. As the 
court procedure is slow and tekes the 
greater part of a day, ordinarily, most 
drivers very willingly depos.t their 
“bond” with the Violation Bureau, 
which is forfeited by his non-ap- 
pearance at a later date. 


AVoODING “Satrurstion Pernt” 


Detroit covers an area of approx- 
imately 85 square miles. That it has 
a traffic problem is emphasiz2d when 
one studies motor vehicle registration 
figures for the city. Records of the 
Secretary of State show that on 
September Ist, 1924, there wes a total 
registration of 242,322 motor vehicles, 
exclusive of dealer, trailer aad cther 
miscellaneous licenses, this total being 
only for passenger cars and commercial 
vehicles. The passenger car registra- 
tion was 221,312 and the motor truck 
21,010. This is an average of more than 
2,850 motor vehicles to the square mile. 

It is not known just when the so- 
called “saturation point” will be 
reached in Detroit, but many students 
of the traffic problem believe it is 
not far distant because of the fact that 
available street space for the movement 
of traffic, especially on the through 
traffic streets, is rapidly being taken up. 
Naturally, when no more vehicles can 
be jammed into the streets, or when 
so many have been put on the thorough- 
fares that they interfere with one 
anothers movement, the mythical 
“saturation point” will Lave been 
reached. Some motor vehicle enthu- 
siasts say that this will never happen. 
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To illustrate how rapidly the regis- 
tration is being increased and the 
available street space is being taken 
up, one need go back only sixty days to 
the records of the Secretary of State. 
The figures quoted above for Septem- 
ber 1 are considerably higher than 
those reported for the firs: day of 
July, 1924. On that date, the total 
registration for Detroit was 228,694, 
of which 208,785 were passenger cars 
and 19,909 commercial vehicles. The 
increase In two months was therefore 
13,628 or at the rate of more than 
80,000 per year. 

Detroit’s traffic problem has not 
yet been solved. Although parking 
has been eliminated in the down-town 
section of the city, master towers 
placed on principal streets and at 
important intersections, automatic sig- 
nals installed and pavements widened, 
the increase of traffic is so great that 
we stil have congestion. 

The foremost step toward the solu- 
tion of the problem has been the 
preparation of a comprehensive thor- 
oughfare plan for the city and its 
environs. Streets 120 feet in width 
have been planned, running north and 
south and east and west, at intervals 
of about a half mile. These will 
connect with super-highways 204 feet 
wide, radiating from the city. The 
City Plan Cominission insists that 
all mile streets be made 106 feet in 
width and all half mile streets 86 feet 
in width. This may not be the 
solution of the present traffic problem, 
but at least it will be a step in advance, 
planning for the future. 


Reduction of Street Traffic Congestion by Proper 
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Street Design 


How St. Louis Is Meeting Its Problem 


By HARLAND BARTHOLOMEW 
Engineer, City Plan Commission, St. Louis,-Mo. 


OOR street design is the underlying 
cause of street traffic congestion. 
Traffic regulation and safety education, 
while important and necessary, can 
never constitute a solution of this uni- 
versal problem. The automobile has 
given new significance to the city’s 
street structure. The narrow, ill-ar- 
ranged streets of most cities are not 
adapted to the needs of modern traffic. 
St. Louis had approximately 16,000 
motor vehicles registered in 1916. The 
1928 registration exceeded 100,000 
motor vehicles and this figure will be 
increased to 200,000 by 1928. Traffic 
counts show an annual increase of 25 
per cent in vehicle movements upon the 
city’s streets. Something more than 
traffic regulation is needed. Freedom 
of traffic circulation is a commercial 
necessity. 

In 1916 St. Louis possessed 940 miles 
of streets. Three-fourths of this street 
milage was of 60-foot width. The 
other fourth, of varying greater width, 
was 80 unsystematically distributed as 
to be more or less useless in any city- 
wide scheme of traffic circulation. 


Inrropucina A Massor Street PLAN 


As one element of a comprehensive 
city plan, there was devised in 1917 a 
major street plan of wide, direct and 
continuous thoroughfares, serving all 
parts of the city. Leading from the 
business district, radiating thorough- 
fares were projected north, south 
and west. Supplementing the radial 
streets were crosstown thoroughfares 
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of a north-south and east-west direc- 
tion, spaced approximately one-half 
mile or less apart. Widths of 80 and. 
100 feet were proposed on most major 
streets. Where wide streets existed 
they were incorporated in the scheme if 
satisfactorily located.’ Widenings, ex- 
tensions and openings were proposed 
where satisfactory streets did not 
exist. 

The plan represented an estimated 
total expenditure of $40,000,000 for 
property damage. Some projects were 
vastly more expensive than others be- 
cause of the necessity of removal or 
demolition of buildings. In some cases 
no expense was involved, particularly 
at the outskirts of the city, where prop- 
erty owners voluntarily dedicated the 
necessary right of way. The plan has 
met with much public favor and is now 
in a fair way toward ultimate realiza- 
tion, as may be seen by the following 
table: 


Major streets of satisfactory width ...... 
Major streets widened or extended to date 8 
Major streets to be widened or extended 


and in various stages of completion.... 58 
Major streets to be widened or extended 

and for which no action yet taken..... 88 
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The total of 249 miles of major 
streets represents about 25 per cent of 
the total street mileage of the city. 
Projects completed, paved and opened 
for traffic to date have materially re- 
duced street traffic congestion. Pro- 
jects yet to be completed will greatly 
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improve circulation facilities and will 
satisfy most future needs. 

The scheme was first proposed as a 
practical ideal toward which the city 
might gradually adjust itself. 
hugh cost seemed to be a formidable 
obstacle. In 1917 it was consid2red as 
planning of the boldest sort, if aot ex- 
travagant. Within seven years it kas 
been accepted as the official city plan, 
property owners on street after street 
having petitioned for early completion 
of individual projects. 

A city bond issue of $11,150,000 was 
voted in 1928 to pay the city’s share of 
the cost of the plan. It is ncw esti- 
mated the total cost will not exceed 
$80,000,000, approximately two-thirds 
of which will be paid by direct assess- 
ment of benefits. Not the least inter- 
esting result of the work done to date 
has been the accompanying increase of 
property values on streets newly wid- 
ened or opened, often exceeding con- 
siderably and immediately the assess- 
ments levied for benefit. 


RESULTS 

The gradual execution of this plan 
has numerous ramifying advantages. 
Upon the major streets are laid the 
heaviest traffic pavements. This facil- 
itates circulation throughout the city, 
reduces congestion at strategie points 
and keeps traffic out of minor residence 
streets. Special types of street light- 
ing have been designed and are being 
installed upon these major streets. 
Special traffic regulations, such as the 
boulevard stop, are enforced on major 
streets. All of which is tending to 
promote order, facilitate movement, 
improve values and promote public 
safety. 

Few widenings were attemptec. in 
the central business district. Market 
Street, the southern boundary of the 
business district, is being wicened to 
100 feet throughout the business dis- 
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trict and fcr a distance of three miles 
beyond. Morgan Street and Franklin 
Avenue, two thoroughfares immediate- 
ly north of the business district, are 
being widened for considerable dis- 
tances to permit of expansion of the 
business district and improved ap- 
proach thereto. 

The basic idea of the whole plan is dis- 
tribution rather than concentration of 
traffic. This idea is being realized and, 
fortunately, without disturbance to 
existing conditions or established values. 

Another advantage of the plan, al- 
ready realized, is the opportunity for 
re-routing of transit lines to permit of 
more direct and freer movements upon 
the widened streets. The local transit 
company has been quick to seize the 
opportunity thus offered for improved 
service, and in one instance traveling 
time by trolley to the southwestern 
part of the city has been reduced ap- 
proximately 15 minutes. This means 
much in the daily life of a great city. 

Execution of this large program has 
not been accomplished without many 
difficulties. not all of which have been 
satisfactorly met. In many respects 
the city’s lagal authority has keen most 


-satisfactory, better than the average, 


perhaps, but there have been numerous 
delays from various causes, some mis- 
takes in distribution of benefit assess- 
ments and other difficulties of minor 
importance. 

General_y speaking, the plan is even 
more popular now than ever, has justi- 
fied its expense, and, most important of 
all, has off2red a genuine solution of the 
traffic congestion problem. What was 
considered unusually bold design in 
1917, measured by conditions of today, 
is no more than sufficient, and ten 
years hence will probably be regarded 
as modest, if not niggardly. Daniel 
Burnham’s prophetic advice to “make 
no little plans” was never more aptly 
illustrated. 
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There is no perfect solution of the 
traffic congestion problem in growing 
cities, at least for the present, since no 
one can say where and when motor 
ownership and use will reach the sat- 
uration point. The experience of St. 
Louis, however. teaches us that the 
approach to its solution is in the design 
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of the city’s entire street structure and 
not in mere traffic regulation. 

Good street design not merely facili- 
tates solution of the street traffic con- 


.gestion problem; it promotes more 


uniform and substantial city growth, 
and finds its ultimate reflection in the 
general prosperity of the community. 


The Traffic Commission of Los Angeles 
Its Work on the Traffic Problem 


By Pau. G. HOFFMAN 
The Traffic Commission of The City and County of Los Angeles 


HE climate of Los Angeles is a 

subject of much enthusiasm on the 
part of its citizens, although the insist- 
ence with which it is brought into dis- 
cussions affords some levity to those 
who are not yet residents. In a con- 
sideration of the local traffic situation 
it cannot be ignored. Undoubtedly 
the salubrious climate has contributed 
greatly to the local problem. 

When it is considered that here exists 
the largest percentage of autoraobile 
ownership in the world—one automo- 
bile for each two and nine tenths (2.9) 
persons, a total of 480,000 cars in Los 
Angeles city in 1928, and that a uni- 
formly mild climate encourages the 
use of cars every day in the year—it is 
small wonder that there is an ever 
increasing demand for better street 
facilities. It is difficult to surmise 
what the total passenger movement by 
motor car may be in Los Angeles City 
alone. Counted in the same way as 
trip fares on street railroads it is prob- 
ably in excess of 2,000,000 daily. 

Added to this the usual elements 
which create street congestion exist in 
Los Angeles in an especially marked 
degree. Rapid growth of a city is one 
-—the growth here has been phenom- 


enal, the population almost doubling 
between 1920 and the present time. 
Here as elsewhere, the unscientific 
width and arrangement of streets, the 
improper use of existing space, the 
promiscuous mixing of various types of 
traffic all aggravate the problem. 
Recognizing the value of co-ordinat- 
ing action for relief, the individuals, 
groups, civic organizations, and others 
interested in and affected by traffic 
conditions met in 1922 and organized 
the Los Angeles Traffic Commission. 
It was, in the beginning, a body of 
volunteers and entirely unofficial in 
character. A technical and office staff 
has since been added, but its unofficial 
status has been retained. The Com- 
mission is controlled by its membership 
acting through a board of fifty direc- 
tors, who in turn delegate certain of 
their responsibilities to an executive 
committee of nine. Every effort is 
made to keep both the directorate and 
executive committee so representative 
in character that a true cross section of 
opinion can be obtained. As an exam- 
ple: At the present time on the execu- 
tive committee the merchants are rep- 
resented by the executive secretary of 
the Retail Dry Goods Association, the 
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street railroads by the operating heads 
of the two lines, the taxicab interests by 
the owner of the largest cab service, 
the motor car interests by the general 
counsel of the Automobile Club and 
one distributor, and the general public 
by two members selected because of 
their standing and freedom from afhlia- 
tion with any particular group. The 
Commission is financed by voluntary 
contributions. 


Rewer PROGRAM 


In forwarding its program of relief, 
the Commission has functioned in five 
fields: Regulation, street maintenance, 
street development, public transporta- 
tion and educational publicity. It was 
early recognized that many of the diff- 
culties affecting traffic resulted from a 
paucity of information on which to 
base intelligent action. The measures 
of relief which had been proposed were 
generally founded on unsubstantiated 
opinions. It has been the policy of 
the Commission, before making any 
recommendation in any field, to obtain 
the services of the best experts m Amer- 
ica and through their investigation to 
develop the facts and data necessary. 

Regulation. A special regulations 
committee bas supervised the work in 
the field of regulation. They early 
impressed upon the Commission the 
wisdom and economy of securing maxi- 
mum use of existing street space 
through better regulation of traffic. 
The “Boulevard Stop” was advocated 
and now five of our principal thorough- 
fares are so designated. Restrictive 
center button markers on three way or 
dead-end streets have been replaced by 
three markers located on the property 
Imes and a much freer flow of traffic at 
such intersections has resulted. An 
extensive experiment with various 
types of signals has resulted in a recom- 
mendation to the city favoring the cen- 
ter type of electric flash signal as being 
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simplest and least costly, both as to 
installation and maintenance. On rec- 
ommendation of this committee the 
City Council enacted during the last 
Christmas season a temporary ordi- 
nance prohibiting parking from 7 to 
10 A. M. As there was already a pro- 
hibition from 4 to 6.15 P. M., facility of 
movement was provided during the 
peak traffic hours. Results were so 
generally regarded as beneficial that 
the council is now considering the pas- 
sage of a regular ordinance with similar 
restrictions. 

In July of 1924, Dr. Miller McChln- 
tock of Harvard University was em- 
ployed by the Traffic Commission on 
recommendation of its regulations com- 
mittee to draft an entirely new traffic 
code to replace the collection of ordi- 
nances now in effect. One portion of 
his work, that in reference to protection 
of school children, has already been 
enacted into an ordinance replacing the 
thoroughly ineffective and annoying 
school stop ordinance which had pre- 
viously governed. The balance of the 
proposed traffic code will be presented 
to the council within a short period of 
time. 


New Scuoot Crossrva Orprnanct Now 
IN EFFECT 


Obey thzse simple laws: 


(1) Do not drive in excess of Fifteen 
miles per hour by schools when children are 
entering o> leaving. 

(2) Do not drive into school crosswalks 
marked with yellow paint when there are 
pedestrians in the crosswalk on the right 
half of the roadway. Under such condi- 
tions you must stop and watt until the cross- 
walk ahead of you is clear. When no 
pedestrians are in the crosswalk you need 
not stop, but may proceed with caution. 

(8) Co-operate with the Police Depart- 
ment in making the streets safe for both 
motorists and pedestrians. 


Courtesy 
Los ANGELES Trarric Coxmossion. 
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Another phase of the work of the 
regulations committee has been its 
effort in the field of enforcement. It 
has assisted authorities in bringing 
about a courteous enforcement of the 
law. It has fought vigorously the idea 
of enforcement for the sake of revenue 
and has advocated education rather 
than arrest in the case of all but wilful 
violators. 

Street Maintenance. The important 
relation of properly conditioned street 
surfaces to congestion is but dimly 
recognized in most American cities. 
Los Angeles in common with the rest 
has suffered from dilatory methods in 
making street excavations as well as in 
repairing broken surfaces. 

The Traffic Commission is insistently 
voicing the idea that a main traffic ar- 
tery is an integral part of a most vital 
transportation system, and should be 
treated as such. It contends that 
maintenance and repairs should be 
marked by the diligence which charac- 
terizes such work on the main line of a 
railroad. In pursuance of this policy 
the Commission has assisted in the 
passage of an ordinance requiring two 
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shifts on all street work in the con- 
gested areas: in obtaining county help 
for street maintenance on main thor- 
oughfares in the city to the extent of 
$400,000 annually; and recently in the 
allocation of an additional $1,000,000 
for street repairs from the general funds 
of the city for the period from July 1, 
1924, to July 1, 1925. 

Street Development. As has been 
pointed out, both good judgment and 
expediency dictated strenuous activi- 
ties in the matter of regulation and 
street maintenance in order that capac- 
ity use of existing streets might be 
secured. At the same time the most 
casual study of the street layout in Los 
Angeles made obvious the wisdom of 
developing a well balanced system of 
trafic arteries through opening and 
widening the necessary links. Chi- 
cago, Pittsburg and St. Louis afford 
illuminating examples of the benefi- 
cent results which followed actual 
construction under a properly executed 
plan. 

Pursuant to the policy of the Traffic 
Commission, negotiations were under- 
taken with experts in street planning, 
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and Messrs. Harlan Bartholcmevr, 
Frederick Law Olmsted and Charles H. 
Cheney were emploved in December of 
1923 to draft a major street plan for 
Los Angeles. This plan was completed 
and presented to the city July 26. 1924. 
It is thoroughly comprehensive in its 
character, and calls for eventual ex- 
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penditure of hundreds of millions of 
dollars. Unquestionably the carrying 
out of even a limited number of the 
projects will result in doubling the 
traffic capacity of certain areas of the 
city. A program committee consisting 
of the high officials of the city govern- 
ment and tke heads of the leading civic 
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Mororists Must Hren New Scuoor Stop REGULATIONS 


The board of police commissioners is he-eby authorized and directed to place and maintain cross- 
walks at the intersections of streets in the vicinity of public schools within the city of Los Angeles, at 
which, in the opinion of said board of police commissioners the -ravel of traffic is sufficiently heavy to 
render dangerous the crossings of the intersection by school ckildren. 

The crosswalks shall ke indicated and maintained by two lines of yellow paint upon the pavement 
approximately fifteen feet apart. Said >oard of police commissioners is further authorized and 
directed to place and maintain with vellow paint the words “ school crossing,” together with an arrow 
pointing in the direction of the abcve-m2ntioned crosswalks, said words and arrow to be painten 
upon the pavement 100 feet from esch crosswalk. 

Within such crosswalks pedestrians engaged in crossing the street shall have the rigat of way over 
all traffic, provided, however, that when traffic at the intersection is directed by a polize officer or by 
a signalling device, pedestrians shal be subject to the same directions as govern the movement of 
vehicles. 

It shall be unlawful for any person driving any vehicle, animal, street car, interurban car or train 
of cars, to drive into any of the abcve-mantioned crosswalks when there is present in said crosswalk 
a pedestrian upon the right half of the roadway, engaged in crossing said street. 
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organizations is now engaged in select- 
ing a primary program of projects from 
this plan. 

Public Transportation. While Messrs. 
Bartholomew, Olmsted and Cheney 
were engaged in a study of highway 
problems, the Traffic Commission had 
recommended to the city the employ- 
ment of experts to make a similar study 
of transit facilities. The firm of Kel- 
ker and DeLeuw of Chicago were re- 
tained and expect to make their report 
tothe city within a short period of time. 

Educational Publicity. The whole 
subject of street traffic in its modern 
aspects is so new and so little under- 
stood by the general public that it is 
absolutely essential that every item in a 
program of relief be thoroughly ex- 
plained in order that opposition may be 
forestalled. Change is inevitably met 
by - suspicion which can be dispelled 
only by frank and full publicity. The 
newspapers, metropolitan and neigh- 
borhood, the theatres, billboards and 
hand bills have been used by the public- 
ity director of the Commission in 
various campaigns where public sup- 
port was needed. When the new city 
charter was under consideration the aid 
of the Boy Scouts was enlisted and tens 
of thousands of pieces of educational 
literature were distributed tothe voters. 
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The Commission has been fortunate in 
that the publishers of the most impor- 
tant papers have been deeply interested 
in the work being done, and have been 
generous in their allotment of space. 
It is the purpose to shortly embark 
upon the publication of a magazine, 
Traffic, which will be circulated among 
the influential groups in the city. 


SUMMARY 


The success of any civic organization 
is measured by its usefulness to the 
community. Whatsoever accomplish- 
ments have been achieved by the Traf- 
fic Commission in Los Angeles have 
resulted first, from the deep interest of 
its members in the subject, and, sec- 
ondly, from the fact that its board of 
directors is representative of all groups 
vitally affected by traffic. Here rail- 
toad men, merchants, automobile men, 
city planners and city officials meet and 
adjust view points quite often of wide 
divergence and agree to support a uni- 
fied program. The inevitable discour- 
agements incident to any civic under- 
taking have only served to strengthen 
the determination of the directors to 
stick closely to the job of getting the 
facts in the many phases of the traffic 
problem and act intelligently on these 
facts when secured. 


The Export Trade in Automobiles 


By H. H. Kerr 
Acting Chief, Automotive Division, U. S. Department of Commerce 


HE romance of American business 

holds no more interesting chap- 

ter than that which deals wich the 

rise of the automobile industry. Aad 

that industry has no more interesting 

or significant phase than its export 
trade. 

Two sets of figures furnish the back- 
ground for a discussion of foreign trade 
in automotive products. Both refer to 
1923. There were in operation in the 
world that year 18,000,000 passenger 
cars and motor trucks; 15,000.000 of 
this number were in the United Statas. 
The world production of these vehicles 
in the same year was about 4,530,000; 
America produced 4,087,000 of them, 
and 107,000 more, if American cars and 
trucks assembled in foreign ccuntnes 
are counted. These are the brief sta- 
tistics which show America’s positior in 
the automotive business of the world— 
83.4 per cent of all vehicles in opera- 
tion, and 98.2 per cent of the annual 
world production. 

Nineteen twenty-five will be che 
jubilee year of the industry in zhe 
United States. After less than a quar- 
ter century, the American automobile 
dominates the world. But twenty-five 
years are not a day; and the growtk of 
the American automotive industry dur- 
ing that time has been logical and 
sound. The concentrated force of 
twenty-five years of successful 2ffort is 
now behind it, pushing it outward into 
new fields and new merkets—in a word, 
into export trade. 


Rar Growrs or Export TRADE 


No one knows just how large or how 
small, were the foundations of <his 


towering structure. In 1895, perhaps 
300 vehicles were produced in America; 
by 1900, the number may have been 
5,000. Export trade was hardly 
thought of. For the first and last time, 
imports probably equalled exports, al- 
though the numbers were so negligible 
as to have left no impression upon the 
records. It was not until 1910 that 
either production or exports really be- 
gan to merit attention, but in that year, 
187,000 cars and trucks were built and 
8,500 were shipped abroad—about 4.5 
per cent. The proportion at present 
is 6 per cent, exports having more than 
kept pace with the tremendous growth 
of the industry. 

From 1910 onward, production of 
cars and trucks grew by leaps and 
bounds; each year set a new record, 
only to be eclipsed by the next. The 
increase in production from 209,000 in 
1911 to 4,087,000 in 1928 summarizes 
the amazing story. 

After 1910, the exports grew in like 
measure—from 15,800 in 1911 to 221,- 
816 in 1923. 

The dollar-value of the industry and 
its exports in the single year of 1923 ran 
into enormous totals. The wholesale 
value of all motor vehicles and parts, 
including tires, produced that year was 
estimated at $2,800,000,000. ‘The re- 
tail value was at least 25 per cent more, 
or $8,500,000,000. The value of the 
exports was placed at $1'70,000,000 for 
the United States, and $37,000,000 for 
Canada. The magnitude of these 
figures is best seen in the fact that the 
United States shipments of automotive 
products stood third among all com- 
modities exported, being exceeded only 
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by unmannfactured cotton and refined 
mineral oils. Canadian exports, more- 
over, should be added to those from the 
United States, for they come from 
branch factories of companies organ- 
ized in the United States, placed there 
to take advantage of tariff preferentials 
in the British Empire. 

In comparative value of items, pas- 
senger cars form by far the largest por- 
tion of the exports; after them come 
trucks, then motorcycles, sccessories, 
parts for assembly and replacement, 
and engines. 

One of the most interesting features 
in all this notable development is the 
increase in the number of cars and 
trucks assembled abroad. The prod- 
ucts of some of these foreign-assembly 
plants, as they are known in the in- 
dustry, may be only partially Ameri- 
can, although they are built by sub- 
sidiaries of American companies and 
under American patents; they may use 
local materials in large measure, and 
they do, of course, employ workmen of 
the country in which they are located. 
One such plant in England advertises 
that 80 per cent of its product is Brit- 
ish-made. In practically all these 
assembly plants, however, the engine, 
the heart of the car, is a “Made in 
U.S. A.” product. Last year, foreign 
assembly plants turned out a total of 
107,000 cars and trucks. One Ameri- 
can company now has twelve such 
plants in operation in various foreign 
countries. As foreign markets improve 
this phase of the industry may be ex- 
pected to take on an ever greater im- 
portance. 


Foreign MARKETS 


Leading national markets for our 
automotive products are a kaleidoscope 
of changing conditions. They differ 
according to the specific products which 
they prefer, and they move up and 
down in their positions from month to 
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month. Sometimes their rise and fall 
can be assigned to certain known 
causes; at other times, their movements 
are apparently without reason at all. 
None the less, every export manager 
watches their fluctuations with keen 
interest and checks his foreign sales 
force accordingly. R 

Australia is by far the best market 
for American passenger cars. Last 
year, 25,817 cars, valued at $20,000,- 
000, were shipped to that mazket, and 
in the first six months of this year the 
shipments almost equalled those of all 
twelve in 1998. Many an Australian 
industry owes its origin and develop- 
ment to this growing flood of American 
vehicles. Builders of bodies for both 
cars and trucks, for instance, have 
found a prosperous business in equip- 
ping chasses, and they have been pro- 
tected by an Australian tariff which 
imposes a high duty upon imported 
bodies. Tire-makers, too, and manu- 
facturers of accessories and parts, base 
their operations upon the imports of 
American vehicles. Despite all this 
manufacturing activity, it is curious to 
note that no successful all-Australian 
car has yet made its appearance. 

After Australia ir. the table of na- 
tional markets come Canada, the Unit- 
ed Kingdom, Mexico, Sweden, Argen- 
tina, Spain, Cuba, and so on down a 
long list, with not a single country in 
the world, large or small, failing to re- 
ceive some of our passenger cars. 

For trucks, the demand is not the 
same. Japan led in 1928, and still is in 
first place so far in 1924, largely by 
reason of large purchases following the 
earthquake. Exports of trucks to the 
Sunrise Kingdom last year numbered 
5,111, valued wholesale at $1,570,000. 
Second in the truck list stood Belgium, 
and then followed Australia, Sweden, 
Canada, Spain, the United Kingdom, 
and a list of others as long as that of the 
passenger car markets, 


THe Export TRADE IN AUTOMOBILES 


The sudden rise to prominence of 
Japan as a buyer of American mozor 
trucks is an example of the unexpecied 
in export trade. In 1922, Japan 
bought only 1,001 trucks and busses. 
Following close upon the heels of the 
earthquake in September of 1928, 
which laid to the ground two of Japan’s 
chief cities, came the first rush orders 
for trucks. Rail communication, both 
steam and trolley, was completely dis- 
organized, and the island kngdom 
found emergency measures necessary to 
transport goods and passengers in zhe 
devastated areas. The trucks :ame— 
1,800 in a single month—most_y from 
America. Bus routes appeared, with 

‘passengers jolting uncomfortebly in 
hastily-built bodies mounted cn ordi- 
nary truck chasses; freight-lines of 
motor vehicles took the place of zhe 
railroads; taxi-lines boomed. Japan 
was motorized in a month, and a rew 
and modern means of transportation 
was literally forced upon the country 
by its own dire need. ‘THe effects of 
that impetus to motor-transport in 
Japan will never be entirely lost. 


UNFORESEEN PROBLEMS AND 
EMERGENCIES 


Peculiar and abnormal conditions 
still exist in many countries as a result 
of the war. ‘There is Germany, whose 
automotive trade and industry have 
been as hard hit in recent years as any 
other part of her economic structure. 
Since August, 1914, Germany has 
,ictically been off the list of buyers. 
ring the war, the uncertainties of 
ritime commerce cut down her im- 
ts to a minimum; after the war, she 
elf refused to permit the importa- 
~of many products, among tkem 
M mobiles, and her decision was en- 
r :d by her inability to maze pay- 
ent. Today Germany is operating 
under an import-license system, which 
| “ts imports to cars for demonsira- 
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tion purposes or for the use of diplo- 
matic officers and travelers. Recent 
flurries have been created by rumors of 
the removal of these restrictions, by the 
evacuation of the Ruhr by France and 
the changing of customs barriers, and 
other occurrences; but to date the 
import-license system remains unal- 
tered, and apparently will remain so 
for some months to come, at least. If 
the licenses are abandoned, the German 
automotive industry, which before the 
war was growing rapidly, will m all 
likelihood receive protection behind a 
high tariff wall. 

Export managers in the automobile 
business find few dull days, for the 
greater the number of foreign countries 
in which they place their goods, the 
greater the chance that each morning 
will put before them some new and 
unforeseen problem. Thus, within re- 
cent months the King of Spain signed a 
decree requiring all automobile tires 
and tubes entering Spain to be stamped 
with a serial number—this to check the 
smuggling of tires, which was reported 
mounting to large proportions. Not 
only was the number to be stamped on 
the tire and tube, but it was to be re- 
corded on the invoice accompanying 
the shipment as well. The difficulties 
attending this order are manifest; yet 
American exporters met its require- 
ments and continued shipping tires to 
Spain. 

On another day, more recently, 
cables brought the news that Portugal 
had stopped, without warning, all im- 
ports of motor vehicles weighing less 
than 6,600 pounds, excepting only 
those already in transit. Since few 
vehicles weigh more than 6,600 pounds, 
this effectually put a stop to all im- 
ports for a time. Portuguese author- 
ities explained that the order was is- 
sued in the belief that the curtailment 
of foreign purchases would tend to im- 
prove the financial condition of Portu- 
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gal. Early in October these severe 
restrictions were lightened, and admis- 
sion of vehicles weighing up to 3,300 
pounds was authorized. 


Wary AMERICA UNDERSELLS 


Manufacturing is in a high stage of 
development in many other countries 
besides the United States. Why is it 
that they are not able to supply their 
own automotive needs? Why is it that 
America can ship a car to a foreign 
country, with all the attendant ex- 
penses of land and ocean freight and 
tariff charges, and still undersell the 
foreign manufacturer in his own terri- 
tory? ‘The explanation lies in the 
enormous size of the domestic market 
which supports the American automo- 
tive industry. For that market, which 
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is now assimilating 94 per cent of our 
total output, has permitted the evolu- 
tion of “mass-production” methods 
and thus has made possible low prices 
for our cars and trucks which foreign 
makers have never been able to equal. 

Beyond question, foreign markets for 
American motor cars and trucks will 
loom larger and larger as the years go 
on. Today America is exporting 6 
per cent of its automotive production. 
In the tomorrow of the coming years, 
no man can predict how high this figure 
will go. Certain it is that it will move 
steadily upward as the domestic mar- 
ket stabilizes and foreign fields con- 
tinue the development which already 
has placed America iı an unapproach- 
able position of world leadership in 
motor transport. 


The Relation of the Automobile Industry to Inter- 
national Problems of Oil and Rubber 


By Harry T. Cozies 
Professor of Economics, University of Pennsylvania 


HE automobile industry was first 

shown as a separate business in 
our census of 1904. Twenty-five years 
ago there were in this country only 
3,700 vehicles propelled by gasoline. 
The table below shows the growth of 
the industry up to the beginning of the 
war. : 
Our Government statistics show that 
in 1928 exports of passenger cars from 
the United States numbered 127,035, 


Year 


1899 . 57 
1904 aaa. 178 
1908 743 
1914 1,271 


GROWTH OF THE ÅUTOMOBILE Inpusrey (IncLupiInG Bovis and PARTS) 


EsrapusmmenTSs |(Tsousanps)| EARNERS 


valued at $90,692,272; and of trucks, 
24,861 valued at $15,318,058. The 
total value was $106,010,380. To this 
should be added the exports ‘from 
Canada—57,481 passenger cars valued 
at $29,325,081; and 12,439 trucks 
valued at $4,503,659, making a grand 
total, therefore, of 221,816 passenger 
cars and trucks, valued at $139,- 
839,020. The automobile industr 
then, constitutes one of the most i 








VALOR or tum Probu 
(Trovsanps) 


Waar 







$5,769 2,241 
23,084 12,049 
173,837 75,721 
407,730 127,092 


AUTOMOBILE INDUSTRY AND PROBLEMS or Or AND RUBBER 


portant branches of our present-day 
industrial life. But in the consideration 
of its importance we must by no means 
confine our thinking to the manufacture 
of automobiles. The petroleum and 
rubber industries as well have grown 
to a magnitude which ranks them high 
among our industrial enterprises. This 
position they occupy chiefly because of 
their relation to the automobile. ‘Tires, 
tubes and motive power for the auzo- 
mobile are responsible for the com- 
mercial importance of the oil and rub- 
ber industries. 

It is the purpose of this paper to 
point out the influence which tke auto- 
mobile has exerted on these enterprises, 
and more particularly to indicate zhe 
international problems which have 
consequently arisen in connection with 
their development in recent years. 
Without pneumatic tires and gasoline 
the automobile is merely a steel sk=le- 
ton, as dead as the chariot of Pharaoh. 
The cushion tire means speed and 
luxury; the gasoline engine revolution- 
izes locomotion and converts a “horse- 
less carriage” into a limousine. 


Orm—SuprLy AND DEMAND 


In the sixty-five years since Edwin 
L. Drake struck oil near Titusville, 
Pennsylvania, the petroleum mdustry 
has grown to be one of the most im- 
portant in national and internaticnal 
trade. That this is not solely due to 
the automobile is obvious; crude or 
semi-refined oil is used extensively as a 
fuel by locomotives and steamships, 
and in a more limited way as a Iubri- 
eant. Its principal use, however, is 
in the form of refined products, of 
which gasoline is the most important, 
and this is consumed chiefly by the 
automobile and motor truck. The 
importance of the automobile in the 
development of the petroleum indus- 
try, therefore, is' apparent; a considera- 
tion of their relation deserves attention. 
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The United States Geological Survey 
estimated in 1921 that we had used up 
five billion barrels of our original sup- 
ply of fourteen billions, so that less 
than two-thirds of our. original re- 
sources were left. The world outside 
the United States was then thought to 
have some fifty-six billion berrels or 
over 90per cent of its original resources. 
As the United States was producing 
three-fifths or more of the total annual 
output of oil, each year pleced the 
country in a relatively worse position. 
Not only was the increasing number of 
automobiles and trucks continually de- 
manding more gasoline, but a larger 
proportion of each year’s supply was 
being refined for the production of 
gasoline. In the early years of the re- 
fining industry 10 to 13 per cent of the 
petroleum refined was converted into 
gasoline; by 1914 this percentage had 
increased to 18, and in 1921 over 28 
per cent of the crude oil distilled was 
used in this way. Doubtless more than 
one-third of the petroleum products 
this year (1924) will be in the form of 
gasoline. With a production of 2,287,- 
412 passenger cars alone during the 
past eight months, there can be little 
doubt that the automobile is a control- 
ling factor in our petroleum industry. 

No raw material since 1914 has been 
the cause for more international com- 
plications than has oil. This has not 
been due solely to its use by automo- 
biles, but this has had an intimate 
connection with the problem. In times 
of war, nations need crude oil for their 
navies and gasoline for their airplanes; 
and the movement of troops, of am- 
munition, and other supplies is carried 
largely by the use of motors. In times 
of peace, the consumption of such vast 
quantities of gasoline by automobiles 
renders difficult the storing of an ade- 
quate supply for war needs. Hence the 
struggle for oil. So the automobile in 
peace or war bears no small part in 
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international oil problems, and these 
have bulked large in diplomacy since 
1914, 


Tue STRUGGLE FOR OIL 


Did not the British Government in 
1919 make clear that it had “floated to 
victory on a wave of oil,” and that this 
kind of wave must in future be ruled 
by Britannia? And did not the British 
Cabinet at that same time decide that 
vast stocks of oil must be provided both 
at home and abroad at naval coaling 
stations? Since crude oil and gasoline 
have become the “soul of modern war- 
fare,” the world’s oil resources have 
been carefully studied with a view to 
the control of adequate supplies against 
a time of strife. A committee of the 
British Government’ had been ap- 
pointed late in 1918, with the ominous 
title “Petroleum Imperial Policy Com- 
mittee,” whose admitted task was to 
find and control in various quarters of 
the globe the precious oil supply. Ar- 
rangements were made with the Royal 
Dutch-Shell, Anglo Persian, and cther 
oil companies, as a result of which Mr. 
Pretyman, at the laying of the corner 
stone of the Anglo Persian Oil Company 
Refinery on May 7, 1919, could say: 
“When adjustments are completed the 
British Empire will not be very far 
from controlling one-half of the availa- 
ble supply of petroleum in the world.” 
On April 24, 1920, came the San Remo 
Oil Agreement, which because of mis- 
understandings in both France and the 
United States led to international 
complications. 

Nor were our efforts to obtain ade- 
quate oil supplies for the United States 
less strenuous. The press called our 
attention to the fact that the millions 
of vehicles propelled by gasoline were 
rapidly exhausting our available sup- 
plies of oil; that we were using gasoline 
faster than we produced it, thus making 
inroads into our reserve stock. We 
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were bidden to stop the export of such 
vast quantities of oil each year in order 
to conserve the home supply. The 
press was insistent that we secure con- 
trol of adequate foreign sources. Then 
came our efforts to develop with Ameri- 
can capital oil fields in Venezuela, 
Colombia and Peru. 

Mexico had long been in the public 
mind in relation to world oil problems. 
There were not wanting those who 
maintained that the difficulty in the 
recognition of the Mexican Govern- 
menz under President Obregón. was in 
deference to the oil interests of the 
United States. This was far from true, 
but it cannot be denied that oil inter- 
ests were involved in the problem. 
There was a real and defensible basis for 
the refusal of Secretary Hughes to rec- 
ognize the Obregón government previ- 
ous to August, 1923. It must, however, 
be admitted that without vast oil 
fields in Mexico there would have been 
no investment of $200,000,000 of 
American capital, and without this 
investment the arrangements for the 
ownership of subsoil properties, made 
in Article XX VII of the Mexican Con- 
stitution of 1917, would not have con- 
cerned us. But our need for oil and 
our investment in Mexico made us at 
once an interested party, when that 
Constitution declared that the owner- 
ship of all minerals or substances found 
in the subsoil is vested in the Nation, 
—especially when the Mexican Govern- 
ment proceeded to assume this owner- 
ship without compensating those who 
had previously held full title to these 
properties. Oil was then the vital 
question between the United States 
and Mexico from 1917 to 1928. 


Tun SEARCH ror RUBBER 


Lf the automobile is of importance 
to the petroleum industry, it is in- 
finitely more so in connection with the 
rubber industry. The United States 
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consumes two-thirds of the world’s 
rubber annually but, except for a small 
supply coming from the Philippines, we 
produce none. We are therefore de- 
pendent on foreign sources for our 
crude rubber. Automobile tires and 
tubes consume at times over four-fifths 
of all crude rubber used in the Unized 
States; thus the automobile introduces 
us to international rubber problems. 
Reference to the following table shows 
that an abundant supply of crude rub- 
ber is an increasing necessity, if we con- 
tinue to supply our automobile needs. 


Propuction oF AUTOMOBILE CASINGS AND 
TUBES IN THE Uxrrep STATES 


y AUTO INNEE 
eee CASINGS TUBES 
1914 8,021,871 7,907,351 
1919. ousi aiios 32,835,509 $3,255,410 
1921 iw a’ 27,297,919 | 32,082,002 
19828, — uaa as 45,382,747 | 56,933,646 


Previous to the year 1906 more taan 
99 per cent of the raw rubber of the 
world came from Brazil. Since 1921 
less than 10 per cent has come from 
that country. This change from the 
wild rubber of Brazil to the plantation 
rubber, cultivated chiefly in tke Fede- 
rated Malay States, Sumatra, Borneo 
and Java, has brought with :t inter- 
national problems of great import. 
Rubber and coffee are the two commod- 
ities on which the economic w2lfare of 
Brazil depends. To have plantation 
rubber increase from a production of 
only four tons in 1900 to over 300,000 
in 1920, while Brazilian production 
decreased from a maximum of 42,000 
tons in 1912 to less than 20,000 in 1921, 
means to Brazil a loss of purchasing 
power which seriously affects its whole 
economic life. 

More important still, at least as far 
as the United States is concerned, is 
the fact that the change of scurce for 
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rubber frora Brazil to the East Indies 
placed the control of this commodity 
largely in the hands of the British, or 
the British and the Dutch, which at 
once raisec an international question. 
One of the results of the World War 
was an aversion to dependence on a 
foreign nation for raw materials used in 
a key industry. With 95 per cent of 
this product coming from British and 
Dutch possessions, close together geo- 
graphically, it would be, as an Assistant 
Secretary of Commerce of the United 
States epitomized the situation, “a 
comparatively easy feat for any first- 
class power completely to cut off our 
supply in the event of war.” 

The Department of Commerce asked 
Congress for an emergency eppropria- 
tion of $5C0,000—8400,000 for the De- 
partment itself and $100,000 for the 
Department of Agriculture. The gov- 
ernment did not intend to enter the 
rubber business; it wanted to find a 
source of rubber which would be near 
at hand or at least not subject to re- 
striction and interference by a great 
foreign power. The appropriation was 
granted end an American Rubber 
Commission headed by Dr. W. L. 
Schurz, American Commercial Attaché 
in Brazil, spent some eight months of 
1924 in the Amazon district investigat- 
ing the possibilities of establishing the 
production of Brazilian rubber on a 
sounder economic basis. The final re- 
port of this commission has not yet 
appeared, but preliminary reports in- 
dicate the possibility of financing with 
American capital a $10,000,000 rubber 
plantation, either in the State of Pará, 
Brazil, or in Liberia, Africa. Argu- 
ments seemed to favor the Brazilian 
state unt:l the outbreak of the São 
Paulo revolution, July 6, 1924. Such 
a disturbance in what was supposed to . 
be the most stable state in the republic 
naturally made investors wary of plac- 
ing $10,000,000 in Pará. 
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INFLUENCE oF RUBBER DEMANDS ON 
Price FLUCTUATIONS 


But the demand of the automobile 
tire and tube for rubber had more to 
do with the remarkable fluctuations of 
rubber prices from 1905-1921 than did 
the change of source. The peak prices 
for rubber reached in 1910 were due to 
its greatly increased use for motor 
cars, a use which up to that time had 
increased much more rapidly than the 
output. The high prices received for 
rubber in 1910 ($3 per pound) led to 
a great speculative boom in rubber 
planting, company after company be- 
ing formed in London. The war, with 
its abnormal demand for tires and tubes 
and with its phenomenal increase in the 
manufacture of passenger cars through- 
out the world, absorbed a supply of 
rubber which under ordinary circum- 
stances would have been far beyond the 
world’s needs. The low prices of 1922 
(184 cents per pound) were partially 
due to the world-wide business depres- 
sion and to the lack of buying power in 
Germany, Russia and other European 
countries, but the slump in prices was 
in no small degree caused by over- 
production. 

When in that year the governments 
in control of the plantations stepped in 
to raise the price by reducing the area 
cultivated, the automobile led again to 
a knotty international problem. Brit- 
ish investors claimed that the ruinously 
low prices of 1922 did not permit a 
return of even 8 per cent on the more 
than 600,000,000 of British capital 
invested in the East Indian rubber 
plantations. So serious was the state 
of the rubber industry during the years 
of post-war deflation that the Rubber 
Growers’ Association suggested the 


production be reduced 25 per cent for 
one year from November 1, 1920, and 
in 1921 proposed a further reduction 
of 25 per cent. Owing to lack of co- 
operation these suggestions did not 
materialize and the situation grew 
worse. In October, 1922, the British 
Colonial Office recommended the Brit- 
ish Rubber Restriction Act, which 
materially decreased production. 

At once American users of rubber 
were concerned. On the day the restric- 
tion plan was put into effect the price 
of rubber rose 10 per cent. On Novem- 
ber 1, 1922, less than a month after re- 
striction became effective, prices had 
risen 50 per cent, and during the first 
four months of restrictive legislation 
the price of raw rubber soared 150 per 
cent. An Assistant Secretary of Com- 
merce of the United States character- 
ized the curtailment of the production 
of rubber as “economically unsound 
and wrong” without, of course, imply- 
ing that this temporary expedient was 
unjustified in its attempt to save large 
British investments. But an interna- 
tional query appears forthwith. If 
government intervention may raise the 
price of rubber to save British fortunes, 
why may not the Japanese Govern- 
ment do likewise for raw silk, or the 
Chilean Government for nitrate, or the 
American. for wheat or cotton? 

The automobile industry occupies a 
prominent place in our industrial or- 
ganization. Without adequate sup- 
plies of rubber and gasoline itis doomed. 
Rubber is and will always remain for us 
an exotic product; gasoline consump- 
tion may within a decade necessitate 
imports of crude oil. Obviously the 
automobile is linked with international 
problems of oil and rubber, and these 
are still unsolved. 


The Rubber Industry and the Automobile 


By J. V/ALTER DRAKÐ 
Assistant Secretary of Commerce, U. S. Department of Commerce 


EARLY half of the families of the 
United States have automobilas. 
There are fifty or sixty millions of cur 
people using this indispensable means 
of individual transportation. We have 
indeed a motorized country. The hcri- 
zon of our people in a social and ero- 
nomic way has been so widened by the 
introduction of the motor vehicle and 
the modern highway that the whole 
national life of America presents an 
astonishing comparison with that of 
other countries. 

Twenty years ago a large par: of our 
country, even including the cities, was 
in a frontier condition as to roads. 
With the phenomenally quick accept- 
ance of the automobile and its adopt_on 
into the daily life of Americans, thare 
has been a parallel development əf hizh- 
ways. Together they furnish a system 
of individual transportation which is 
so commonly in evidence in every 
direction that we hardly comprehend 
its extent and effect. It has had a far- 
reaching influence in bringing to dur 
citizens an enjoyment of comfcrts and 
conveniences of living far beyond those 
of any other country in the world. 

Except for rubber, the phenomenal 
development of the automobile itself 
and of a nation-wide system of im- 
proved highways would not have been 
possible. The automobile upon hard 
tires would not have been so quickly 
accepted as a convenient and comfort- 
able means of transportation, nor would 
the modern science of road >uilcing 
have been able to cope with the prob- 
lem of durable highways, subjzcted to 
the hard tires of countless thousands of 
rapidly moving, heavy vehicles. The 
shock of constant vibration would have 


presented a serious difficulty to the 
manufacturers and designers of the 
automobile. America, with sixteen mil- 
lion automobiles running on steel tires 
over concrete pavements, would be an 
inconceivably noisy place to live in. 


DEPENDENCE OF Motor INDUSTRY ON 
RUBBER 


Wonderful as has been the develop- 
ment of the automobile industry, that 
of the production of rubber, and espe- 
cially of plantation rubber, runs side 
by side with it. Four-fifths of the 
rubber used in this country today goes 
into tires. Every car owner requires an 
average output of one-eighth of an acre 
of rubber trees. Automobile equip- 
ment during the year 1923 required 
crude rubber to the value of approx- 
mately $150,000,000, but at the price 
prevailing five years before, the value 
would have been twice that amount. 
Practically all of our rubber comes 
from the eastern tropics, Maleya, Cey- 
lon and the Netherlands East Indies 
being the chief producers. We use 
about 77 per cent of the wor:d export 
of this commodity, valued in 1923 at 
approximately $240,000,000. In these 
figures is presented to industrial Amer- 
ica a problem of vital importance. 

The automotive industry is one 
whose wonderful and rapid develop- 
ment has made it quickly possible for it 
to seize a dominating position in the 
markets of the world; this has been 
contributed to more than anything else 
by typical American ingenuity and 
resourcefulness and the readiness to 
develop and adapt to the manufacture 
of motor vehicles every device of mod- 
ern mass production. Furthermore, 
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the home market of this motorized 
nation furnishes, and will continue 
permanently to furnish, a basic demand 
for the product of our automobile fac- 
tories that will enable them to con- 
tinue their hold upon foreign markets 
and extend into new and hitherto un- 
touched fields. 

Of all materials used in automobile 
construction, rubber, which is so in- 
dispensable, is practically the only one 
of importance which is obtained from 
sources wholly under foreign control; 
and in the mere statement of this fact 
we should see a warning. If we would 
continue to enjoy the benefits, in both 
our domestic and foreign trade, of our 
outstanding position in the manufac- 
ture of automobiles, we must likewise 
apply our American business sense and 
foresight to safeguarding our national 
supply of rubber. 


METEORIC GROWTH oF RUBBER 
INDUSTRY 


Most of us are probably familiar 
with the story of an Englishman named 
Wickham, who collected a shipment of 
rubber seeds in the Brazilian forests in 
1876, chartered a steamer and took 
them to London. They were planted 
in Kew Gardens and the same year 
seedlings were shipped to Ceylon with 
a view of experimenting in the trans- 
planting of the Hevea tree from its 
habitat to the eastern tropical countries 
owned by Great Britain. The chief 
motive thus far was scientific, but the 
results have been far-reaching in in- 
dustry and commerce. 

In the late 70's of the last century, 
the coffee industry in Ceylon had been 
wiped out by disease, and the planters, 
having turned for a time to tea culture, 
found themselves at the opening of the 
present century interested in the possi- 
bilities of rubber production. They 
were getting unprofitable prices for 
their tea, while rubber was selling at a 
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price which appeared to offer a great 
field for those who grew it under planta- 
tion conditions. The planting there- 
fore spread with great rapidity, but 
because it requires five or six years for 
the rubber tree to develop to the point 
of production, it was not until 1907 
that there were substantial exports of 
plantation rubber from the East. In 
that year a total of a thousand tons 
was reached, and in the same year the 
amount of wild rubber that came into 
the market was 68,000 tons. That 
small percentage of plantation rubber 
was sufficient, however, to indicate its 
possibilities when grown on a com- 
mercial basis. f 


From that time on the growth of the i 


plantation rubber industry was as- 
tounding. Rubber, which fifty years 
ago was used largely for foot wear, 
water-proof clothing and in some lines 
of mechanical goods and druggist sun- 
dries, came into a dominant position in 
world trade as suddenly and surely as 
did the automobile. Each depends 
upon the other. Modern science, 
which through Wickham in 1876 with 
almost prophetic vision had experi- 
mented in the commercial develop- 
ment of the rubber tree, had again 
made possible the development of a 
wonderful industry, destined to be one 
of the most important factors in the 
prosperity and happiness of the human 
race. 


A RUDE AWAKENING AND Its RESULTS 


It has already been pointed out that 
the sources of our crude rubber are 
under foreign control. In one way or 
another Great Britain controls 75 per 
cent of the rubber industry. Holland 
exercises political control over some 29 
per cent thereof, including the British- 
owned estates in her colonies; America, 
on the other hand, owns only about 2 
per cent of the plantation rubber area. 
These facts, which have been published 


THE RUBBER INDUSTRY AND THE AUTOMOBILE 


before, cannot too often be brought to 
the attention of American business 
men. This situation, which has been 
developing over a period of years, was 
forcibly brought to the attention of this 
country in the year 1922, largely 
through the efforts of the British to 
save the rubber industry from disaster 
through ruinous prices brought about 
by the then over-stocked condition of 
the rubber market. The act by which 
a remedy was sought by the British for 
this situation, known as the Stevenson 
Restriction Act, was designed to secure 
a standard production to be regulated 
and based upon the output for the 
year 1920. The contraction or expan- 
sion of production was to be secured 
by the increased percentage of release 
based upon the increased market 
price or a contraction if the market 
price should fall off. The effect was 
in fact calculated to impose an ob- 


noxious and detrimental foreign control ’ 


over the sources and price of the 
crude rubber requirements of this 
country. 

Something of this sort was needed to 
shock our manufacturers into a realiza- 
tion of their situation with reference to 
the control of this commodity so neces- 
sary to American industry. The fact 
that the foreign countries in control of 
rubber were openly taking steps to con- 
trol production and regulate the price 
in the world market crystallized public 
attention on the situation. Congress 
was induced to appropriate funds for an 
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investigation of the sources and produc- 
tion of crude rubber and other commod- 
ities under foreign control. Under the 
direction of the Department of Com- 
merce, investigators were sent abroad 
to study the matter in all its phases and 
gather all the facts as to the nature and 
the production of rubber and its adapt- 
ability to other countries where it is 
not now grown. Experts were sent to 
the Philippines and to Latin-America 
to study the possibilities of establishing 
an industry of our own. ‘These men 
pushed into every corner of the rubber- 
growing sections of the world. They 
were experienced and equipped to get 
all the facts and assemble and correlate 
them so as to present the whole subject 
fully to the American people. Some of 
the results of this investigation have 
already been published, and it is a 
pleasure to know that the leading men 
of this country, interested in our source 
of this raw material essential to their 
industrial future, are giving earnest 
attention to the problem of our future 
supply. There is no material now in 
sight as a substitute for rubber for 
automobile tires. The facts that have 
been gathered and marshalled into a 
convincing case call for action. I have 
no doubt that the great automobile 
industry and those allied with it will 
not fail to safeguard themselves in this 
Important item of our national industry 
and trade by ensuring against a further 
foreign domination and control of crude 
rubber. 


The Development of the Foreign Oil Policy of the 
United States 


By Henry C. Morais 
Formerly, Chief of the Petroleum Division, U. S. Chamber of Commerce 


HE factor of most vital importance 
in the amazing development of 
the automobile during the past two 
decades is the equally astounding and 
coincident growth of the vetroleum 


industry. Each was depencent upon. 


the other to a degree even yet hardly 
realized by the man in the street. 

By no Stretch of the imagination can 
we conceive of the demands for kero- 
sene and the other products of crude— 
with-out gasoline—stimulating the oil 
industry to the growth of the last 
decade, for which the insatiable ap- 
petite of the internal combustion engine 
for gascline is most largely responsible. 

Neitker can we think of the develop- 
ment of the automobile as possible 
without cheap and efficient fuel, which 
petroleum alone could supply. 


AWAKENING oF U. S. ro Om PERIL 


The war and its aftermath of eco- 
nomic writing for popular consump- 
tion, brought home to the thinking peo- 
ple of this country the fact that the 
United States, in order to supply the 
ever-growing demand for automobile 
fuel and lubricants, not only for foreign 
but even for domestic consumption, 
was—and always has been—drawing 
upon its own supplies of crude to a 
much greater extent than any other 
section of the world and was therefore 
depleting an irreplacable asset at 
truly alarming extent. The fact, how- 
ever, that practically every demand for 
petroleum products in this country had 
been met from United States produc- 
tion and from Mexico, and the success 
of the wildcatter in constantly extend- 


ing the producing areas or in finding 
new ones, had largely obscured the 
question of future supplies to all but a 
very few of the larger companies. In- 
deed, it is a question if even their 
quests for foreign sources of petroleum 
were not principally induced by their 
desire for production nearer their for- 
eign markets, rather than their desire 
to conserve their resources in the 
United States and provide for future 
home supplies. 

The lesson taught by the war, how- 
ever, changed this attitude very mate- 
rially and also resulted in the tardy 
awakening of the United States Gov- 
ernment to the situation facing our 
nationals, in their more energetic at- 
tempts to obtain control of potential 
producing areas in the most promising 
territory abroad after the war. 

Some attempts had been made by 
Mark Requa of California and others to 
fix the attention of our government 
upon the question, but no lively inter- 
est was manifested until after the close 
of the war. For several months prior 
to the Armistice, Messrs. Naramore 
and Perdue, of the Bureau of Mines, 
Department of the Interior, had rep- 
resented the United States Govern- 
ment in the Allied European countries 
in matters of petroleum supplies and 
they consequently obtained a vast 
amount of information on the plans 
and policies of the larger foreign com- 
panies and their governments. 

When these men returned to the 
United States and reported to the then 
Director of the Bureau of Mines, Dr. 
Van H. Manning, he was so impressed 
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by the seriousness of the situation that 
he instructed Mr. Perdue to present a 
formal report in detail, which was 
promptly brought to the attention of 
the Secretary of the Interior, Mr. Lane. 
He, in turn, instantly recognized the 
need for the formation of a definite 
governmental policy and line of action, 
and immediately called the attention of 
President Wilson and Secretary Lan- 
sing to certain phases of the situation. 


Forming Derme U. S. Om Poricy 


From this beginning, the demand for 
reciprocal open-door privileges and 
quick protests against apparent dis- 
crimination, inimical to our companies 
and nationals, has developed into a 
fixed policy of the United States Gov- 
ernment and has been closely adhered 
to by the succeeding administrations. 
The inauguration of this policy and the 
difficulty of impressing it upon foreign 
governments is amply attested by the 
many communications between this 
government and those of several foreign 
countries, of which those that have 
been made available to the public are 
an indicator of the positiveness of those 
which have not been so divulged. 

The results of this policy are as satis- 
factory as could be expected, in a coun- 
try of which the executive policies are 
so dependent for definite effect upon 
legislative support as is the case in the 
United States. The complicated and 
delicate nature of the negotiations and 
the difficulty of impressing foreign 
governments with its continuation 
have, however, made the endeavors of 


our State Department more onerous 
than they should be. 
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In addition, the very close co-opera- 
tion between certain other governments 
and their large oil companies is a factor 
of immense bearing in the international 
contests for petroleum fields. Our own 
government and our foreign-interesied 
companies are working together as 
closely as possible, under the handicap 
of deliberate misinterpretation, and 
petty partisan politics and it is greatly 
to their credit that the so-called inter- 
national petroleum controversy has 
gradually assumed a more amicable 
aspect, though there are still several 
irritating—and deliberately unjust— 
discriminations in Russian, Dutch and 
British territory. These situations give 
weight to the arguments of the pro- 
ponents of reciprocity or retaliation. It 
is to be hoped, however, that the self- 
centered nationalistic policies of na- 
tions whose present supplies of petro- 
leum products come largely from the 
United States, while they are either 
unable to adequately develop their own 
potential oil resources, or are hoarding 
them for the future while taking advan- 
tage of our leniency, will be altered by 
force of world opinion. 

When the time comes that we suffer 
even a temporary dearth of domestic 
supplies, the wisdom of our present 
governmental attitude and the value 
of the many foreign petroleum areas, 
which our companies have acquired, 
will be more apparent. It is needless to 
say that then those who have, from the 
most unworthy motives, attempted to 
discredit our foreign oil policy, will be 
the first to acclaim the farsightedness 
of our oil companies and the endeavors 
of our officials. 


What is the Job of the Trade Association? 


By ALFRED Renves 
General Manager, National Automobile Chamber of Commerce 


HERE are two types of problems 

within every business which may 
be classified as competitive and non- 
competitive. 

Each manufacturer is concerned with 
the production details of his plant and 
with the marketing of his particular 
brand. 

He is likewise, with the others in the 
field, ultimately dependent upon the 
success of the industry as a whole. 

In the automobile field this distinc- 
tion is rather strikingly illustrated be- 
cause the motor car and motor truck, 
owned by millions of persons, operating 
over public highways, constituting a 
new form of transportation, are in- 
volved in a large number of questions 
which pertain not to the particular 
make of vehicle, but to the automobile 
as a means of travel. 

Important as these general questions 
might ke to the individual plants, it 
would cbviously entail a very heavy 
burden on any particular factory to 
attempt to represent the industry in 
such matters, and for any number of 
companies to do so separately would 
involve duplication and confusion of 
effort. 

Here, then, lies the job of the trade 
association. ‘The makers of cars and 
trucks for a number of years have 
handled their noncompetitive activi- 
ties through the National Automobile 
Chamber of Commerce. 

This is a co-operative group, operat- 
ing not for profit, supported by the 
manufacturing companies. The poli- 
cies in its varied line of activities are 
directed by committee members, who 
are executives of the member com- 


panies, and by a board of directors 
similarly constituted. 

Its field of effort may be broadly 
divided into: 

(a) Patents. 

(b) Economic Research. 

(c) Commerce. 

(d) Motor Transportation Poli- 
cles. 

The members of this association 
cross-license approximately 600 pat- 
ents. This has led to the standardi- 
zation of a vast number of relatively 
unimportant parts of the motor vehicle 
and has permitted the interchangea- 
bility of parts, which has worked for 
great economy in the production of 
motor vehicles, with consequent low 
prices to the public. It has saved the 
industry vast sums which would other- 
wise have been consumed in law suits. 
In its automobile patent library, which 
is the largest in the world, the Chamber 
has the facilities for determining in ad- 
vance from the records the probable 
validity of any proposed patent. 

The inventor is encouraged, as under 
the cross-licensing agreement he has 
the possibility of a large number of 
companies using his device, rather than 
being tied up to one. The progress of 
engineering is encouraged, as labora- 
tories are freed from the bother of 
working out minor details and can con- 
fine their efforts to more important 
features of design. 


Economic RESEARCH 


The Chamber has a staff which is 
constantly at work studying the use,, 
distribution and other phases of the 
motor car and motor truck. It has 
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issued reports, for instance, on distri- 
bution of motor vehicles in the farm 
field, the relationship bf the railroad 
and motor truck, and the operation of 
busses by electric lines. i 

Tt publishes annually) Facts and Fig- 
ures of the Automobile ndustry, which 
includes, from a varity of eee 
the latest data on prod A eee ncn 
tion, use and other det, ‘te : larai 
the motor vehicle. aus related to 


Tt handles certain , 
lems for its members, Mmmercia] prob- 


presentations are made For instance, 
road freight rates and « regarding rail- 
office is provided which: freight claims 
the member compan checks bills for 
also made through Contact is 
the insurance come association with 
pertaining to car panies on matters 







er N. A. C. C. auspices to 
the improvement of trade 


The Chamber holds two annual auto- 
mobile shows, one at New York and the 
other at Chicago, at which times, 
through the massing of their models 
under one roof, there are afforded ex- 
hibitions of sufficient cars to attract 
hundreds of thousands of visitors. 

Foreign trade is promoted through 
the committee dealing with that sub- 
ject, which last year arranged the 
World Motor Transport Congress, and 
conducts a constant information serv- 
ice which supplies countries abroad 
with facts concerning motor transpor- 
tation in this country. 

The advertising managers meet for 
conference semi-annually. 

The tests for membership in the or- 
aero demanding that a concern 

ust be an actual producer of vehicles, 
and not simply a purveyor of promises 
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and stock certificates, help to main- 
tain high standards. . 


Moro? TRANSPORTATION Policies 


The rotor vehicle in public use has 
created Many problems, such as traffic 
regulati@™ taxation, highway building, 
and finan 6. . 

The C amber has a traffic planning 
and safet) Committee which campaigns 
f f E prevention. 

OF accld hways and taxation commit- 

Its hig been studying for years the 
tees a) highway development, the 
needs Ofich the motorist should pay, 
share whist methods of financing. 
and the byislative committee, in con- 
The lewith the motor user, dealer, 
Junction ker, and tire associations, has 
parts mahd steadily for a uniform 
campaignéicle law and has advocated 
motor vehjciples of legislation. 











policies on thes 
accord with the 


tion will cortinue to be po 
public only as long as its aff 
ductec on that basis. 

‘The au! mobile leaders. for i 
at one tim opposed the Federal 
iture of $100,000,000 for highwa 
because there was no provision in they, 
bill pertaining to the economic location 
of the roads or requiring their mainte- 
nance. Though this stand- was per- 
haps temporarily disadvantageous to 
motor development, the industry took 
the stand that highway funds should 
be spent only where economic condi- 
tions demand it and that a percentage 
of the money should always be set 
aside fcr protecting the public invest- 
ment. 

Believing that questions of this sort 
will ultrmately be decided by the public 
through their public officials, the 
Chamber, after carefully studying all 
these issues, constantly advocates what 
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it believes to be the best principles by 
means of newspaper articles, addresses, 
pamphlets. 

In short, the job of the tradg re 
tion is to perform those noncor uive 
functions for an industry whig hs PUAN 
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as properly of as economically be 
handled by the individual plants. In 
so doing, it poos the intelligence of the 
leader inthe y and through the 


H method of operation, 
efficiency of thi head cost to society. 


reduces the a 


i 


Association 


ies Ricsard H. Lem j 
ht, National Motorists’ Associatio 


HE most amazing progr 

recent history of our cess in the 
that of transportation by mountry is 
it is even more amazing to otor, and 
have been intimately acquathose who 
the constantly unfolding 





nopand then making more cars. But 
ing could be further from the 
cies For it must be borne in mind 

that, with the development of the 
manufacture of motor cars, there came 
the necessity for highways—better 
highways—and constantly improved 
highways; for garages and better 
housing conditions; for increased fuel 
supplies, conveniently located and 
accessitle to the motorist in time of 
need; for the creation of traffic and 
police regulations; the enactment of 
equitable laws; and innumerable de- 
tails, which I am sure do not occur to 
the mind of the ordinary individual, 
who accepts the development of motor 


transpcrtation as just one of those 


things which are. 


{DITIONS OF YESTERDAY 







it were yesterday@jo Cincinnati. To 


from Cleveland 


buggy down below the hub. We M 

no gasoline filling stations, and the 
few people who knew what a garage 
was were uncertain whether it was 
pronounced “gar-age” or “garage.” 
There was no state wide regulation; no 
such thing as a license commissioner. 
But there was plenty of regulation! 
In fact, in each county, then again in 
each town, and once more in each vil- 
lage, there was a keen conviction that 
the motor car was a thing of evil and 
that none should ever travel their 
highways without first paying a fee; 
second, displaying a large piece of tin 
prominently placed upon the car, with 
the name of their particular hamlet 
painted upon it; and third, in all chance 
paying a fine for having gone too fast, 
but just how fast “too fast” was, 
was not determined. And the courts, 


rather sympathizing with the viewpoint ' 


of the rural community, were inclined 
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to think that it was nct necessary to 
determine how fast “toc fast” was! 

Strange to relate, we made the trip, 
although by the time we reached Cin- 
cinnati we were so loaded down with 
license tags that there was little room 
for baggage and an ample weight on 
the springs without passzeng=rs. 

The automobile, however, came too 
fast for its critics. The law could not 
be made to apply with sufEcient sure- 
ness and swiftness to stop the rascals 
from scaring the horses. So we arrived 
at the period where the people took the 
law in their own hands and built 
“Thank-ye-Mums” across the high- 
ways. Then came the constable and 
the special constable and the special 
constable’s assistant, with the speed 
trap and the justice sitting on the front 
porch on Saturday af-ernoon holding 
“court.” This was expensive, but 
delays were obviated by the speed 
with which the motctist learned to 
enter his plea of “how much” instead 
of “not guilty.” Ths was a rather 
profitable enterprise foz the rural officer 
and has never been entirely eliminated, 
. but looking back at the various stages 
through which the aucomcbile and its 
driver have come, down to the present 
time, when the service to the motorist 
upon the highway is bout as good as 
the service to a guest in a hotel, I am 
impressed more with the details which 
have made the growth cf the auto- 
mobile possible than with the mere 
manufacturing problems. 


Work OF AUTOMOBILEZ CLUBS 


There are today in the United States 
more than eleven hurdrec. automobile 
clubs organized and maintained for the 
benefit of the motorist on -he highway. 
These clubs are usually controlled by 
a board of public-spzrited citizens in 
each particular locality. 
` cases they are affiliated with a state 
association, composed of the clubs in 


In many, 
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that particular state, and the state 
association in turn is in most instances 
affiliated with the national motoring 
body. 

This type of organization makes it 
possible for the local club to look after 
local matters, such as the improvement 
of streets, the elimination of danger 
points, the sign posting of roads and 
the enactment of proper local ordi- 
nances. 

The state organization was created 
to take care of business which crossed 
the county lines: the building of state 
highways and their proper mainte- 
nance; the enactment of legislation to 
provide safeguards for both the motor- 


‘ist and the public, and to handle 


generally all questions within the state 
which go beyond tne bounds of a 
particular community. 

The national organization was cre- 
ated to take care of national legislation; 
to provide great national trunk lines 
connecting the states with hard surface, 
properly built and well-maintained 
highways that lead to definite points; 
to advise with state highway commis- 
sioners so that the money spent for 
highways might give the motorist 
within the state the maximum of con- 
venience when traveling without the 
state; and it is also performing a 
valuable service to the motorist in 
calling to the attention of the national 
government the necessity of some aid 
in the building of hizhways, which, in 
a strict sense, are national. 

A membership card in one of the 
local automobile clubs, affiliated with 
the national organization, to all intents 
and purposes, makes the member in 
that club a member of practically 
every club in the country, and in most 
instances, through that membership, 
he is entitled to receive all of the bene- 
fits of the other cub ordinarily ex- 
tended only to its own members. This 
is particularly true of such clubs as the 
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Keystone əf Philadelphia, the Long 
Island of New York, the Pittsburgh 
Motor Club of Pittsburgh, the Dlinois 
Club of Chicago, and clubs of that 
type. In taese clubs we find complete 
touring information for the motorist 
away from home; they either have 
garage facilities or they can advise of 
the best to be had; they will make 
hotel reservations, arrange for railroad 
or steamship tickets, or even get 
tickets for z football game, if you wire 
them in advance. They maintain an 
inexpensive towing service, through 
which the member in trouble upon the 
highway can be reached by an emer- 
gency road car within a short space of 
time, after telephoning the club. While 
most of them will not defend speeders, 
they will nevertheless give every aid to 
the motorist and will see that he is 
fairly and justly treated and, if he is 
being discriminated against, they will 
gladly procure counsel and make his 
defense. 

In some of the clubs, automobile 
accessories and supplies can be pur- 
chased at greatly reduced rates. In 
some, insurence is available at rates 
below the manual. In fact, generally 
speaking, it is the aim of eath local 
club to provide all of the benefits which 
the motorist in that community re- 
quires and demands. 

The clubs as a whole, through their 
various organizations, are constantly 
on the alert in campaigns to eliminate 
grade crossicgs, to procure more uni- 
form laws in the various states, to 
protect the motorist from fraudulent 
schemes and generally to receive 
specific complaints from the members 
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of the club and to act upon them in 
behalf of all motorists. 

A very interesting sidelight on the 
possibility of organized motorists is the 
orphans’ day held by many clubs. On 
an annual date the members of these 
clubs provide their motor cars, food, 
toys and all the necessary machinery 
and equipment for an outing for all the 
orphans in their particular town. In 
one city this outing has been held for a 
number of years; no children are over- 
locked. It is held in a large amusement 
park, where the children are welcome 
to ride the merry-go-round and enjoy 
all of the equipment of the park. The 
children are tagged as they leave the 
institution, each car is in charge of a 
man or woman whose duty it is to look 
after the children in that particular 
car, and, during all the years in which 
the outing has been held, not a child 
has been lost, nor has an accident 
occurred. On the contrary, the mem- 
bers of the club have come to know the 
orphans and call them by name. 
Many of them have taken the same 
children vear after year and through 
their acquaintanceship have formed 
the habit of calling upon the children, 
and in some instances they have been 
adopted. 

Not all the motorists of the country 
are members of these clubs, but the 
benefits are general and whether a 
motorist belongs or not, he is, by reason 
of their existence, permitted to drive 
under better laws, over better highways 
and receives, as a direct benefit, a 
treatment upon the highway very 
different from that which greeted the 
motorist of twenty years ago. 
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Services of the American Autom 
ws 5 
By Ernest N. SMITH a , 
General Manager, American Automobile Asso rs z7 


ACK in 1902, when the American 
Automobile Association was 
formed by delegates from nine small, 
new motor clubs, there were about 
80,000 automobiles in the United 
States and the new fad of motoring was 
a vulnerable activity subject to attack 
from many directions. The auto- 
mobile, or, as it was then generaly 
called, the horseless carriage, wes often 


‘referred to as the plaything of the 


rich, and quite a large faction of the 
public was openly hostile to it. Poli- 
ticians, seeking public notice, toox a 
whack at the motorist. In those days 
windshields were considered danger sus, 
cars cranked on the side, rubber bulb 
horns cleared the way, motcr lamps 
were lighted with great difficulty, stout 
ladies could not ride in the tonneau 
which was entered by a narrow suit in 
the rear of the car, and huge goggles 
and dusters were worn by everyone 
who ventured forth. A fifty-mile drive 
made the occupants resemble a wagon 
load of unwashed laundry. Tires were 
fearful contraptions to handle and a 
puncture practically ended the day’s 
festivities. Such words as garage and 
tonneau were pronounced with diffi- 
culty by the proletariat and the gentle- 
man who called to take a lacy motoring 
and who wished to be modest about it, 
would better have accomplished his 
purpose by hiring a brass band. The 
most popular song of those days was 
“In My Merry Oldsmobile.” 

At present the associacion is com- 
posed of a band of over 600,00) motor- 
ists, most of whom are members of 
clubs affiliated with tie National 


Organization. Over 90 per cent of all - 


the functioning motor zlubs in the 


United States belong to the Three A’s 
and many of the clubs, now numbering 
over 500, are members of state motor- 
ing organizations. The system of 
government is patterned somewhat 
after our National Government, except 
that the executive officers and govern- 
ing boards s2rve without compensation. 
The various affliated bodies are repre- 
sented on the national boards and all 
have a voice in the management of the 
central organization. In the nandling 
of state problems the clubs are banded 
together into state associations, and 
such powerful organizations as the 
Pennsylvania Motor Federation, the 
Ohio State Auto Association and the 
New York State Auto Association 
have been important factors in the 
formulation of wise motor laws in 
individual states. 

There are several Three A clubs, 
located in Cleveland, Detroit, Chicago, 
Missouri and northern California, that 
have mcre members today than there 
were automobiles in the United States 
when tke American Automobile Asso- 
ciation was born. Motor clubs have 
of recent years become the largest civic 
organizations in their communities, 
and such Three A organizations as the 
Columbus, Ohio, club and the Cin- 
cinnati, Ohio, club, with approximately 
15,000 members; Scranton, Pa., with 
8,000 members; Buffalo, New York, 
with 6,000 members; and Springfield, 
Mass., and Washington, D. C., with 
4,000 members, and innumerable other 
clubs with a membership of 2,000 and 
more. will indicate the splendid sup- 
port that motorists give to organiza- 
tions operating in the public interest 
and in behalf of the motorists them- 


269 







selves. Such Oigan. A as the 
above joining in a national nal sarvice and 
a national policy give concrete evidence 
of the interest that motorists them- 
selves take in solving their own prob- 
lems. 

The American Automobile Associa- 
tion has earned a place in history. 
It was the pioneer in the early recogni- 
tion of the importance of motoring, 
and during the past twenty-two years 
it has taken a prominent part in bring- 
ing about the almost universal use of 
the automobile and in the development 
of individual transportation. 

It has encouraged the building of 
good roads everywhere. It has frowned 
upon recklessness and carelessness and 
violation of the law, and it has pro- 
moted wise, just and fair national and 
state legislation. 

It has stood as a barrier against 
aggression by predatory legislators and 
against unwise laws proposed often as 
a result of public ignorance. 

David Jameson, a former president 
of the association, recently pointed out 
the changes in the activity of the 
association with the passing of the 
years. He said: 


When this organization was young, its 
members approached horse-drawn legisla- 
tures with clasped hands, praying for 
clemency and leniency in the application of 
those weapons with which prejudice and 
hate too often greet innovation. 

You were few, but you were chosen. 
You were a minority, but you were picked. 
As good stock ought to do, you grew. 

Today you are not simply a majority, 
you are mighty near the whole thing. You 
no longer approach law makers asking 
mercy; you come demanding justice and 
fair treatment. 

Tt would be interesting, did time permit, 
to consider at length how the spirit of 
organized motordom has changed and is 
changing with the events referred to. We 


are much Jess on the defensive, much more 
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on the offensive. 
pealed to more. 

Many of the things we sought have been 
granted. Many of the ends we aimed at 
have been attained. Our motives have 
changed. 

We have passed from purpose accom- 
plished to responsibility assumed or im- 
posed. Leadership has come to you 
naturally and inevitably. 

You are now the ones most concerned 
about the marks of identification on your 
car. You lead in the wise regulation of 
traffic. The era of good road building has 
arrived. You have certainly had a large 
part in bringing it, I believe the largest 
part. 

It is no longer difficult to secure the 
appropriation of money for roads. They 
are all doing it. The Federal aid, which 
your national organization has labored for 
in season and out of season, has been pro- 
vided generously. 

But let none imagine that our mission is 
ended, that our work is done. An end 
accomplished is, as I have said, usually a 
responsibility assumed. There is more and 
mere work for the motor clubs and their 
central organization. 

Its kind changes, but its quantity in- 
creases with the years. We have advo- | 
cated the appropriation of public moneys. ‘ 
We are in honor bound to assist in its wise 
expenditure. 


We appeal less, are ap- 


The major activities of the American 
Automobile Association are divided 
into four groups, although, in fact, 
they comprise several others. ‘These 
are: 

Good Roads 
Touring Information 
Legislation — 
Contests 


New boards have been recently 
authorized, one of which will handle 
problems relating to traffic and safety 
and the other with motor transpott. 
An international relations board has 
been created and a new industrial 
vehicle division is being formed. 
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Work or A. A. A. Towarps Gocp 
Roaps DEVELOPMENT 


The achievements of the association 
in promoting good roads have bean 
particularly notable. The automobile 
was born into an almost roadless wozld 
and consequently is almost solely 
responsible for practically all of the 
highway improvement that has taken 
place during the past twenty years, 
and the American Automobile Assozia- 
tion, as the national associetion of 
motor vehicle users, bore a prominent 
part in bringing this condition to pass. 

As early as 1903 one of the clubs in 
the association appropriated $10,000 
with which to promote the Bzowrlow- 
Latimer Federal Aid Good Roads Bill, 
the first of its kind to be introduced in 
Congress. Since then the Good Fioads 
Board of the organization has been 
actively urging the betterment of 
national, interstate and local highways. 

During the early days of mocoring 
the few motorists who braved the poor 
roads of the rural districts often en- 
countered farmers who were decidedly 
hostile to them and quite suspicious of 
them in spite of the elocuence and 
sympathy displayed by th2 motorists 
in urging the law-makers tc buid good 
roads. 

The serious . participation of the 
A. A. A. in highway matters began with 
the convention conducted by the Auto- 
mobile Club of Springfield, Massachu- 
setts, in 1907. The second A. A. A. 
National Roads Convention was held 
in Cleveland in co-operation with the 
National Grange and tae American 
Road Makers in 1909. ‘The third con- 
vention was held in St. Louis in co- 
operation with the same organizations. 
Similar meetings were held at Atlantic 
City, 1912; Detroit, 1918; and Atlanta, 
1914, the latter meeting in co-operation 
with the American Higiway Associa- 
tion. 
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Co-operating with the Association of 
State Highway Officials, its first Fed- 
eral Aid Corvention was held in Wash- 
ington in 1912, and the second in 1913, 
resulting in the establishmert of a 
joint committee of both houses of 
Congress to study the question. At 
that time over forty separate Federal 
aid measures were pending in Congress. 
During the winter of 1914-15 the House 
of Representatives passed one measure, 
known as the Shackleford Bill, and the 
Senate reported a substitute known as 
the Bankhead Bill. 

The first step toward a comprehen- 
sive Federal aid plan, known as the 
Bankhead Bill, was approved by Presi- 
dent Woodrow Wilson on July 11, 
1916. At that time John A. Wilson, a 
cousin of Woodrow Wilson, was presi- 
dent of the American Automobile 
Association. This bill carried an appro- 
priation of $85,000,000, apportioned to 
the states on the basis of area, popula- 
tion and post road mileage, and was to 
be expended in the succeeding five 
years on the condition that at least 
one-half the cost would be contributed 
by the several states. 

In 1919 the American Automobile 
Association and other crganizations 
urged substantial increases in the 
Federal appropriations and during that 
year Congress added $200,000,000 for 
Federal aid and $9,000,000 for forest 
roads. From 1917 to 1925 Congress 
appropriated or authorized $540,000,- 
000 for Federal aid and $47,000,000 for 
forest roads—a total of $587,000,000. 

During 1920 and 1921 the A. A. A. 
and other national organizations 
worked for a measure which embraced 
the broad idea of having the National 
Government build, own and maintain 
a system of national or interstate 
highways. 

Tae late Senator Townsend of Michi- 
gan. then chairman of the Senate Com- 
mittee on Post Offices and Post Roads, 
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sponsored this idea in the Senate. 
Opposition from the advocates of the 
original Federal aid plan was suff- 
ciently strong to defeat the Townsend 
Bill, but a compromise measure, known 
as the Federal Highway Act, was 
passed in 1921 and received the ap- 
proval of President Harding on Novem- 
ber 9 of that year. It provided for an 
interstate system of highways not 
exceeding 7 per cent of the mileage in 
each state on which all future Federal 
aid would be confined, the Federal 
Government to pay not more than 50 
per cent of the cost. Any state which 
failed to maintain the roads to the 
satisfaction of the government would 
forfeit all future Federal aid. 

Over $1,000,000,000 has now been 
provided by the Federal Government 
and the states for the construction of 
this great system, which when com- 
pleted will embrace about 200,000 
miles. Thus America has inaugurated 
the most gigantic program of road 
building ever conceived by any nation. 
When completed it will be 333 per cent 
greater than the national systems of all 
the other nations in the world com- 
bined. 

Everv legitimate effort will be used 
by the association to expedite the com- 
pletion of this system. Working 
through its affiliated clubs, the associa- 
tion has a well-defined program for 
close co-operation with the state high- 
way departments, under whose imme- 
diate direction the national highways 
are being built. It is the object of the 
A. A. A. and its affiliations through a 
campaign of education to help the state 
highway departments to gain and hold 
public confidence, to the end that their 
road building activities may be free 
from partisan politics and that ade- 
quate funds may be provided by the 
states to complete the national and 
state systems at the earliest possible 
date. 
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CULTIVATING THE TOURING HABIT 


To encourage road travel and trans- 
portation by furnishing reliable touring 
information has always been an im- 
portant part of A. A. A. service. The 
association issues an annual Camping 
and Camp Site Manual and a Hotel 
Directory. Many of the clubs render 
a number of useful services to members, 
including headlight inspection, legal 
advice and mechanical roadside aid. 
The latter is truly the Good Samaritan 
service of the organization and has 
probably done as much to promote and 
facilitate motoring as any other service 
rendered by the organization. There 
is gradually being extended over the 
country by the association a network 
of emergency road service stations for 
the immediate assistance of motorists 
in trouble. 

The association and many of its 
member-clubs have for years main- 
tained extensive map departments. 
Scouts are constantly employed to 
discover and log the best routes and to 
note the most important points of 
historic, scenic and recreational inter- 
est. With the national headquarters 
as its clearing house this information is 
widely disseminated. 

The preparation of a series of his- 
toric maps has been begun. The first 
of these, published in the May number 
of the American Motorist, the associa- 
tion’s official publication, shows the 
main points of historic interest in 
Virginia. The map is accompanied by 
90 pages of illustration and explanatory 
text. The effect of this has been to 
give new interest and a new stimulus to 
travel in the Old Dominion. Similar 
work is now being undertaken in 
Florida and this will be followed up in 
other states. 


LEGISLATION 


From the first day of its existence the `- 
American Automobile Association has 
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been a leader in the fight for fair and 
just treatment of motorists. Distinct 
progress has been made in tearing down 
the false fabric of unjust laws enacted 
when the industry was young and 
lacking in power and influence. The 
Legislative Board has always been 
prominently active in the affairs cf the 
organization. It has checked the zrend 
of discriminatory laws and stigma 
taxation and it has secured the enact- 
ment of many national and state laws 
based on the solid founcation of justice 
and fair play. 

Among the outstanding legislative 
achievements which have been accom- 
plished through A. A. A. co-operation 
and support during the past few years, 
the following are worthy of mention: 


The enactment of the Dyer Ant? Theft 
Law, which makes it a Federal offense to 
transport a stolen automobile across a 
state line; 

Securing Congressional action euthor- 
izing the distribution to the various 
states of about $250,000,000 worth of 
surplus war property for road building 
purposes; 

Encouraging the enactment of certiti- 
cate of ownership laws to prevent te theft 
of automobiles in the various stazes; 

Promoting the enactment of standard 
headlight laws and uniform traffic regu- 
lations and rules of the road; 

Opening of the Yellowstone and other 
National Parks to motorists; 

Securing national lezislation by which 
several thousand dangerous -ailroad 
grade-crossings have already been elim- 
inated; 

Resisting the proposal of the Treasury 
Department to raise Federal revenue by 
the imposition of a gasoline and horse- 
power tax; 

Defeating the plan of the House Ways 
and Means Committee to place one third 
of the cost of the Soldier Bonus directly 
on the automobile owners of the country; 

Defeating the proposal of certain oil 
interests to place a tariff on all oil and 
asphalt imports; 
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Resisting the proposal of certain 
interests to have every automobile 
registered. -axed and titled by the 
Federal Gov2rnment; 

During tke past session of Congress 
the A. A. A. led the fight which resulted 
in a reduction of $25,000,000 a year in 
the excise war tax on automobiles, trucks, 
tires, accessories and parts. 

These successful legislative battles 
afford strikirg examples of what may 
be expected of the organization in the 
future. The legislative program of the 
association contemplates the complete 
elimination of all discriminatory laws 
and all rema:ning excise war taxes now 
levied against automobiles. 


CONTESTS 

Soon after speed and reliability 
contests became popular, about 1904, 
the Contest Board was developed as 
the official sport governing body of 
motordom. The national contests for 
the Vanderbilt Cup and the Glidden 
Trophy were conducted by the Board 
during the early days of motoring. 

The Vanderbilt Cup was awarded in 
competition for speed and the Glidden 
Trophy for reliability. These two 
trophies did more for the mechanical 
development of the automobile than 
any other American prize and these 
tours and contests have been of the 
utmost importance to the industry and 
in perfecting and improving the auto- 
mobile. 

For eighteen years the Contest 
Board has been supreme in its field. 
No contest of importance can be staged 
without its consent and sanction. Its 
rules have been fairly administered and 
its efforts have been toward clean sport 
and improvement in the character, 
efficiency and ecoromy of operation of 
the moderr. automobile. 


Errorts To Sotvs Trarric PROBLEM 


With the character of the work of the 
association changing and with the new 
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emphasis upon traffic regulation and 
zoning quite as much as upon the 
development of new highways, the 
cfficials of the Three A’s are turning 
toward the solution of traffic problems. 
It is recognized today that the next 
ten years will see the construction of 
s.per-highways, and the physical alter- 
ation of parts of many cities to provide 
traffic avenues for the new methods of 
transportation which have come to 
stay, and the American Automobile 
Association is doing its share in pre- 
paring the public mind to accept the 
developments that are bound to come, 
even though great municipal expendi- 
tures are involved. 

But of immediate concern, and 
rezognized importance, is the question 
of uniform traffic regulations and 
signals in cities. The solution of the 
problem is made more complex by the 
variety of types of cities and the geo- 
graphical differences. But a start 
must be made and the A. A. A. has 
joined with other important trans- 
portation agencies in supporting finan- 
cially and by appropriate co-operative 
activity a national conference on street 
and highway safety called by the 
Secretary of Commerce. This con- 
ference, divided into various sections 
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of experts, has been at work for weeks 
and it is expected that before the end 
of the year the conclusions of this 
Important conference will be placed 
before the public as a starting point in 
the universal adoption of constructive 
traffic rules and practices. 

There are over 16,000,000 motor cars 
in the United States and half of them 
are owned in communities of 5,000 or 
more population. Nearly one-fourth 
of the motor vehicles of the country 
are owned in the cities of 100,000 
population or above. Hundreds of 
thousands of motor trucks are engaged 
in interstate traffic. You can travel 
half way across the United States on 
motor bus lines and this phase of 
motor development has just begun. 

However much the American Auto- 
mobile Association may have accom- 
plished in the past, its responsibility 
has now become the greater because its 
activities helped materially to create 
this new commercial and pleasurable 
manifestation of the present century 
and its vast resources and its far-flung 
contacts and the ability it possesses 
within its ranks can and will be used 
for the solution of those motor prob- 


` lems which bulk so hugely upon the ho- 


rizon of the average American citizen. 


¥ 


The Place of the University in Good Roads and 
Automobile Transportation 


By ArTtHUR H. BLANCHARD 


Professor of Highway Engineering and Highway Transport, University of Michigan, and President, 
National Highway Traffic Association 


HE present status of education for 

highway engineering throughout 
the United States is comparable to the 
standing of the work of the highway 
engineer, in the mind of the American 
lay public, and, to a greater or less ex- 
tent, in the opinion of the engineering 
profession. The nonrecognition by 


legislators of the necessity of placing 
the control of the administration, con- 
struction and maintenance of highways 
in the hands of well-educated and 
efficiently-trained highway engineers, 
is reflected by the expressed attitude of 
many educators in the allotment of the 
smal] amount of time which is devoted 
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to highway engineering in our univer- 
sities. 

The waste of millions of dollars 
annually in the United States will con- 
tinue until the profession of highway 
engineering is placed on the same basis 
as structural, hydraulic, sanitary and 
kindred branches of civil engineering. 
England, France and other European 
countries have seen the light. As a re- 
sult, efficient highway engineers are 
retained in office, organizations are 
perfected, methods of construction and 
maintenance suitable for local condi- 
tions are employed and as a conse- 
quence the public funds are wisely and 
economically expended. 

It is advisable to call attention to the 
character of the positions which are 
being filled today by higaway engineers, 
Such positions are found in national, 
state, county, municipal and town 
engineering departments, contractors’ 
organizations and the engineering and 
research departments of companies 
manufacturing road machinery and 
materials used in highway engineering. 


Necessary EDUCATIONAL GROUND 
Work 


In order that the civil engineer in 
embryo should enter on his life work at 
graduation with as general a knowledge 
of the field of highway engineering as of 
other branches of civil engineering, it 
ig necessary that considerable atten- 
tion should have been given by him to 
the following subjects: (1) A study of 
the historical development of highways, 
exemplifying the inter-relationship be- 
tween social progress and the improve- 
ment of public traveled ways; (2) 
preliminary investigations, including 
trafficinvestigations and highway trans- 
port surveys, to determine the amount 
and character of future traffic; (8) sur- 
_ veying and mapping, peculiar to high- 
way engineering; (4) the theory and 
design of highways; and (5) a consid- 
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eration of materials used in ard the 
methods of construction and main- 
tenance of the many classes of roads 
and pavements which exist, which 
study would include drainage and 
foundations. Furthermore, such im- 
portant subjects as street cleaning and 
snow removal; the relationship of the 
construction of car tracks and pipe 
systems, sidewalks, bridges and cul- 
verts to highways; and, finally, the 
comparison cf the essential character- 
istics of roads and pavements and a 
consideration of economics, adminis- 
tration and legislation as applied to 
highway problems should be consid- 
ered, 

It is obvious that to recommend 
that, as an integral part of all civil 
engineering curricula, a specific amount 
of time should be devoted to the study 
of highway engineering, would be as 
unjustifiable as the practice of many 
laymen in seeking for a panacea in the 
form of one type of road or pavement 
to satisfy all traffic and local conditions. 
It is advocated, however, that as much 
time should be devoted to highway 
engineering as is now assigned to 
hydraulic or sanitary engineering, or to 
railroad eng-neering. If this plan is 
adopted, et ‘east three semester hours 
would be‘ assigned to highway engi- 
neering, as a requirement for all civil 
engineering students. 

Educators throughout the United 
States sheuld seek to elevate the pro- 
fession of highway engineering in 
America to the plane of the National 
Department of Roads and Bridges of 
France and to provide an opportunity 
for men engaged in highway work to 
obtain advanced instruction and train- 
ing under favorable conditions. The 
heads of national, state, county and 
municipal highway departments should 
be broadly educated, thoroughly 
trained and experienced specialists in 
highway engineering and efficient exec- 
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utives. They should be able to discuss 
publicly and to solve economically the 
fundamental problems of highway eco- 
nomics, administration, construction 
and maintenance. Such men should 
have a broad educational training in 
such humanities as English, history, 
economics, philosophy, political and 
social science. ‘They should also be 
well grounded in the fundamentals of 
pure and applied science which under- 
he highway engineering and the several 
branches of civil engineering which are 
utilized in highway work. After a man 
has secured his fundamental education 
in engineering and has had a certain 
amount of practical experience in 
highway work, the opportune time has 
arrived for securing professional equip- 
ment through the medium of graduate 
courses in highway engineering. 


Wuat Hicuway Transport EDUCA- 
TION SHOULD INCLUDE 


What is included in highway trans- 
port education? The author conceives 
that highway transport education 
should cover the fundamentals of the 
science, art, economics and business of 
the transportation of passengers and 
commodities over highways. Courses 
in this field will be taken by men look- 
ing forward to the profession of high- 
way transport engineering, the motor- 
vehicle industry, and the businesses of 
traffic management and highway trans- 
port. 

In the opinion of some, highway 
transport may not be considered as be- 
longing to the field of technical training 
and education. On sober thought, 
however, it will be seen that this 
branch of knowledge comes well within 
the classic definition of engineering 
embodied in the Royal Charter of the 
Institution of Civil Engineers of Great 
Britain, which, in part, is as follows: 

The art of directing the great sources 
of power in nature for the use and conven- 
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ience of man, as the means of production 
and of traffic in states, both for external 
and internal trade. 


From the standpoint of highway 
transport business, courses in this field 
will be taken by men who desire to 
equip themselves efficiently for the 
positions of business administrators, 
dealers, salesmen and advertisers in 
the motor-vehicle industry, and exec- 
utives, operators, traffic managers, 
motor-truck fleet managers, and dis- 
patchers in the commercial field of 
highway transport, and in the closely 
related fields of railway and waterway 
transport. 

What is the demand for highway 
transport engineers and men equipped 
for highway transport business? In 
May, 1920, the First National Confer- 
ence on Highway Engineering and 
Highway Transport Education held in 
Washington, D. C., unanimously 
adopted the conclusion that 4,000 men 
should be trained in highway transport 
each year in universities for the posi- 
tions heretofore enumerated. 


RESULTS oF INADEQUATE TRAINING 


Many have misinterpreted the mean- 
ing of this conclusion. Emphasis should 
be placed on the words “should be 
trained.” The representative commit- 
tee framing this conclusion had in 
mind the economic and efficient utili- 
zation of highway transport in the 
transportation system of the United 
States. i 

_ What is the present situation m re- 
gard to the demand for highway trans- 
port, engineers and men trained in the 
business of highway transport? 

Many highway departments are not 
properly designing the highways for 
even immediate future traffic, because 
their personnel does not include men 
who have had the proper training in 
highway transport to have a vision and 
adequate background which will enable 
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them to diagnose the probable devel- 
opment of traffic on a given highway. 
Or, in other words, to make a highway 
transport survey, the prerequisite of 
economic highway design, which em- 
bodies all investigations in the field and 
office which are necessary to efficiently 
estimate the probable amount, charac- 
ter and effects of the future traffic 
which will use a given highway during 
the lives of its several component parts. 

Motor-truck manufacturers’ organ- 
izations are in a chaotic condition, from 
the standpoint of the proper utilization 
of men trained in highway transport. 
Why? In general, they have followed 
in the obliterated footsteps of compa- 
nies manufacturing highway machinery 
and materials. The latter companies 
originally established departments 
which were advertised to give un- 
biased consulting service to their cus- 
tomers. 

What was the result? In the first 
place, it was found impracticable to 
divorce unbiased opinion from the 
commercial interests of the organiza- 
tion represented and soon prospective 
customers began to realize this self- 
evident fact. Second, disastrous con- 
flict arose between the highway trans- 
port engineering department and the 
sales organization, a natural result to 
anyone familiar with the inter-relation- 
ship existing between the activities of 
such departments. 

In the near future the motor-truck 
manufacturers of this country will see 
the light and follow in the footsteps of 
the closely related companies which 
have already passed through the transi- 
tion stage. Concretely stated, the 
sales organizations of motor truck, 
tractor and trailer companies should be 
composed of men trained in the funda- 
mentals of highway transport and the 
efficient use of the equipment manu- 
factured by the company which they 
represent. 


277 


Failures of highway transport enter- 
prises are occurring every day, due toa 
lack of knowledge of the fundamentals 
of the economics, science and art of 
highway transport. It is reported that 
ninety per cent of all highway trans- 
port companies doing business with 
New York City as a center fail within 
three years after entering this field. 
While fifty pez cent may fail, due to 
cut-throat competition by fly-by-night 
companies, it is conservatively esti- 
mated that at least fifty per cent fail 
because of lack of knowledge of the 
A B C’s of efficient highway transport 
business methods, cost accounting, 
management, and the operation and 
maintenance of equipment. 


Hicuway TRANSPORT EDUCATION 


We find a sazisfactory status relative 
to the development of highway trans- 
port education in the universities 
throughout the United States. In some 
institutions, the logical development 
occurs by the men having charge of 
highway engineering courses giving 
courses in the related field of highway 
transport. In other institutions, such 
courses are offered by the department 
of economics or business administra- 
tion. 

If these departments are to teach 
highway transport efficiently, the in- 
structors must have a knowledge of the 
fundamentals of the economics and 
science of highway engineering and 
practical highway transport. It is ex- 
pected that notable developments will 
take place along these lines, especially 
when authoritative texts are available. 
We have a development, in the main, 
of undergraduate instruction in the 
fundamentals of highway transport. 


GRADUATE COURSES 


The practicmg engineer may secure 
advanced knowledge pertaining to mod- 
ern practice in his speciality by the 
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utilization of one or more of the follow- 
ing agencies: (a) technical literature; 
(b) meetings and transactions of tech- 
nical societies; (c) graduate engineering 
courses in technical institutions. 

American educational institutions 
offer the following channels which are 
open to men who desire to equip them- 
selves for the profession of engineering. 

1. A bachelor of arts, bachelor of 
philosophy, or bachelor of science col- 
legiate course with electives in engi- 
neering. 

2. A four-year course in general en- 
gineering. 

8. A four-year course in a special 
field of engineering. 


4, A graduate engineering course re- 
quiring a baccalaureate degree and a 
total attendance in educational insti- 
tutions of from five to six years. 


5. Graduate engineering courses after 
having followed out one of the educa- 
tional lines outlined above. 

By a judicious utilization of educa- 
tional facilities, the acquisition of an 
educational training for any given 
branch of the engineering profession 
may beattained by several combinations 
of the courses previously mentioned. 

As used in this paper, graduate 
courses for practicing engineers refer to 
advanced specialized courses designed 
primarily for men who have taken a 
first degree in art, science, or engineer- 
ing; who have acquired. a knowledge of 
fundamental principles upon which 
such advanced courses are based; and 
who have had a certain amount of 
practical experience in engineering 
work. 

Based on an experience with grad- 
uate courses for practicing engineers 
extending over a period of fourteen 
years, it has been found that the fol- 
lowing classes of men are interested in 
such courses: 


(a) Graduates of four-year bach- 
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elor of science courses in general 
engineering and graduates in non- 
technical courses who wish to equip 
themselves for a special field of en- 
gineering work. 

(b) Graduates in civil, chemical, 
electrical, mechanical, and mining 
engineering courses who come in 
contact with problems or fields of. 
work, with reference to which they 
desire detailed information based on 
modern engineering experience. 

(c) Non-graduates who may be 
engineers, chemists, contractors, 
manufacturers, or others interested 
in some special branch of engineer- 
ing and who have acquired a suff- 
cient knowledge of the fundamental 
principles to enable them to carry on 
advanced work satisfactorily. 


As a definite indication of the de- 
mand for advanced courses in special 
fields of engineering will be cited the 
fact that during one year one hundred 
and ten men, whose average age was 
twenty-seven years, enrolled in the 
graduate professional short-period 
courses in highway engineering and 
highway transport at the University of 
Michigan. 

The conclusion has been reached by 
experienced engineers: that, if graduate 
courses are to meet satisfactorily the 
demands of the profession, the follow- 
ing conditions should be fulfilled: 

1. The courses must be given by 
specialists who are acknowledged ex- 
perts. 

2. The courses must be given under 
such conditions ‘that it will be practic- 
able for practicing engineers and others 
engaged in engineering work to take 
advantage of the opportunities offered. 

8. The graduate work must be 
broadly administered so that the 
courses of instruction are open to any 
mature man, provided he can satisfy 
the prerequisites for the given course or 
courses which he desires to take. i 

4. The content of the courses must 
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cover detailed information pertaming 
to the most recent developments of 
modern practice. 

5. The methodsof presentation of the 
subject matter of the course must be 
adaptable to the class of men enrolled. 


6. Ample <ecilities must be available 
for conducting research work in labora- 
tories, libraries and in the field, where 
every phase cf the special field of en- 
gineering covered by the graduate 
courses may ke investigated. 


Book Department 


HeseR BLANKENHORN. The Strike for 
Union. A Study of the Non-Union 
Question in Coal and the Problems of & 
Democratic Movement. Based on the 
Record of the Somerset Strike, 1928-44. 
Pp. 259. Price, $2.25. Published for 
the Bureau of Industrial Research, by 
the H. W. Wilson Company. New 
York: 1924. 


Mr. Blankenhorn is a trained industrial 
investigator with a purpose. The obvious 
purpose is to see how far the labor move- 
ment is willing and ready to assume a com- 
manding position in the management of 
industry. He therefore addresses himself 
m this book not only to the problems of a 
union pitted against the employers and 
against the organized coercive power of tre 
community controlled by the latter, but 
also to the matters of internal democracy 
in the union and of the degree of responsi- 
bility felt by the leaders towards the com- 
munity and toward thei own members. 
Mr. Blankenhorn’s conclusions are not 
super-optimistic on the last named score. 
Yet he holds out the hope of an ultimate 
reform of capitalist industry by the union 
and of a reform of the union by its rank and 
file membership. The critical reader will 
probably query whether an outsider like 
Mr. Blankenhorn can, in all fairness, pass 
authoritative judgment upon the acts of 
national union leaders, who, in the very 
nature of their position, must take into 
account many more factors than are visible 
to a local investigator, however well trained 
and penetrating. 

S. PERLMAN. 


Joses, H. W. B. The Labor Theory of 
Value in Karl Marz. Pp. 176. Price, 
$2.00. New York: Oxford University, 
American Branch, 1928. 


In The Labor Theory cf Value in Karl 
Marz, the author, a fellow and tutor of 
New College, Oxford, undertakes to shaw 
that the theory is fundamentally false and 
that the widespread acceptance of it among 
the laboring classes is doubly mischievous, 


because it makes “their justified resentment 
at the working of the economic order take 
the form of denouncing one definite alleged 
injustice,” and because “‘it exasperates 
those whom they attack by the injustice of 
the particular allegation.” 

After a restatement of Marx’s theory, 
Mr. Joseph devotes chapters to (a) the 
inconsistency between the consequences of 
the theory and fact, (b) homogeneous hu- 
man labor, (c) the individual relativity of 
value, (d) the illusion of absolute values, 
and (e) some morals and a conclusion. 

In an elaborate abstract discussion, 
Marx’s theory, which he borrowed from 
earlier English economists, is completely 
disproven. Mr. Joseph himself refers to it 
as having received ‘‘very damaging criticism 
long before” Marx made use of it. 

As a plain matter of fact, the author 
seems to have selected the weakest part of 
Marx’s work to attack, and he nowhere 
shows any appreciation of the value of the 
labor theory for purposes of propaganda. 
He makes no reference to Marx’s profound 
study of economic history. 

The letter of economic theory leaves no 
justification for labor as a sole basis of 
value; the spirit of the economic interpreta- 
tion of history offers at least some founda- 
tion for the feeling of injustice which the 
worker has as to his share in the proceeds of 
production. 

Such a view is outside the limits set by 
the author for his study. The reviewer is 
constrained to raise the question why in 
such a survey a broader perspective was not 
adopted. To disprove the soundness of the 
labor theory of value is merely an exercise 
in the mechanics of logic. 

d Fern E. HAYNES. 


Downny, E.H. Workmen's Compensation. 
Pp. xxv, 228. Price, $2.00. New York: 
The Macmillan Company, 1924. 

The author of this book, Dr. E. H. 
Downey, was, at the time of his accidental 
death after the manuscript was completed, | 
the foremost American authority on work- 
men’s compensation. He was by training 
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an economist and an actuary, and from the 
very beginning of compensation acts in this 
country was connected with their practical 
administration. 

Dr. Downey’s purpose m writing this 
book was two-fold: (1) To present his 
conceptions of what is an adequate and 
practical system of compensation for in- 
dustrial accidents; and (2) to show how far 
short existing compensation acts fall of 
these standards. Both of these purposes 
are fulfilled in a manner which leaves little 
room for disagreement or criticism. 

Dr. Downey bases his conception of what 
compensation acts ought to accomplish 
upon the proven fact that most work in- 
juries are attributable to inherent hazards 
of industry. From this he concludes that 
each industry should bear the cost of all 
injuries arising therein, whether accidents 
or occupational diseases. Theoretically this 
leads also to the conclusion that industry 
should bear the entire loss due to work in- 
juries, but Dr. Downey recognized that 
practical considerations justify a somewhat 
lower scale of benefits. What he advocates 
is full medical relief and benefits commen- 
surate with wage loss (75 per cent of the 
wage loss for temporary disability), payable 
during the entire period of disability or 
dependency. 

It is in this most important matter of 
benefits that existing compensation laws 
are most seriously inadequate. Even under 
the most liberal of them, industry bears 
less than half of the direct monetary cost 
of work injuries, and under some of them 
less than one-fourth. Other deficiencies in 
existing laws Dr. Downey finds in the exclu- 
sion of many classes of workers, in adminis- 
tration which permits of needless litigation 
and delays in the payment of claims, and 
in inadequate regulation of compensation 
insurance. 

The net impression created by this dis- 
cussion of the shortcomings of existing 
compensation laws is somewhat depressing. 
One wishes that Dr. Downey might have 
elaborated upon his brief statement that, 
measured by the situation which obtained 
before compensation, the advance has, 

‘nevertheless, been very great. After all, 
however, what is most important is to bring 
home to the American public the fact that 
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existing compensation laws are still very 
inadequate and for this reason have failed 
to accomplish all that they might accom- 
plish in reducirg the social cost of work 
injuries. In establishing this fact, Dr. 
Downey has rerdered the greatest possible 
service to the ac vancement of labor legisla- 
tion in this country. 
Jonn R. Commons. 


Los, Isapor. Miners’ Wages ard the 
Cost of Coal. Pp. 816. Price, $2.50. 
NewYork: MeGraw-Hill Book Cor.pany, 
Inc., 1924. 


In Miner? Wages and the Cost of 
Coal, Mr. Lubin sets as his goal an analy- 
sis of the wage system of the organized 
fields of the bituminous coal industry and a 
consideration of the effect of that system 
upon ‘‘the welfere of all who are concerned 
with the coal incustry.”’ The rate structure 
of the non-union fields is discussed only 
incidentally, its examination being reserved 
for a later volume. 

In Chapter I is given a brief survey of 
the commercial coal fields, an excellent 
description of mining methods and the 
manner in which the work of coal mining is 
carried on underground, together with a 
classification of wage earners. Then fol- 
lows a consideration of the structure, func- 
tion, and membership of America’s most 
powerful labor union, the United Mine 
Workers. This “close-knit, well<cefined 
and more or less centrally controlled” na- 
tional organization is contrasted with the 
numerous, locel, independent operators’ 
associations, which are seldom capable of 
concerted action because of severe competi- 
tion. Despite =his anomaly, the industry, 
except for the strikes of 1919 and 1922, 
has been “peculiarly free from national 
labor difficulties.” 

Mr. Lubin describes the Interstate Joint 
Conference, the wage-determining machin- 
ery of the organized areas, which fixes the 
rates for the basing points of the four dis- 
tricts of the Central Competitive Field, 
comprising Illinois, Indiana, Ohio, and 
western Pennsylvania. Separate district 
conferences then adjust the rates at the 
various mining centers to these basic rates, 
and sub-district conferences make modifica- 
tions, whenever necessary, to meet peculiar 
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local conditions. Wage scales in the ovt- 
lying districts, originally based upon local 
conditions, are adjusted by independent 
district conferences to meet the changes 
put into effect for the Central Competitive 
Field. Thus, there is no national system of 


wage negotiation, but “‘a saries of independ- , 


ent yet interdependent local wage agree- 
ments,” separately arrived at; yet, in the 
last analysis, “union wages in all districts 
of the country go up and down together,” 
the extent of rate changes being determined 
by the Joint Interstate Conference. 

Underlying this wage system is “the 
definite principle of competitive equality.” 
This principle, the author states, “has 
ostensibly been the basic factor in determin- 
ing the rates fixed for the various mining 
centers of the country,” and was originally 
accepted “‘in order that as many operators 
as possible might become parties to tae 
collective bargain.”’: Both sides, however, 
according to Mr. Lubin, from the beginning 
have differed in their interpretation of the 
principle. To the operators, competitive 
equality has meant “‘access to the market, 
irrespective of variations in mining condi- 
tions,’ and to the miners it has meant 
“uniform minimum earnings for all miners 
irrespective of local conditions.” 

This dual interpretation of the principle 
of competitive equality does not, in the 
reviewer's opinion, date back to the origin 
of the Joint Interstate Conferences. Both 
groups, in his opinion, attempted to modify 
the wage rates as far as practicable on the 
principle that all mines in a given district 
be permitted to produce coal and to place 
it on the market. The snift in the inter- 
pretation of competitive equality on the 
part of the union, if such has occurred, is of 
comparatively recent origin. It must be 
kept in mind that both operatora and 
unions, as Mr. Lubin himself states, are 
prone to seize upon my argument which will 
enable them to secure a more favorable 
economic position. This principle has 
never been accepted as applicable to day 
rates except in the case of two or three sub- 
districts of southern Ohio. 

In fixing pick-mining rates, the author 
points out that certain factors, such as 
distance from markets, the thickness of 
coal seams, the quality of the coal, freedom 


from impurities and other deficiencies, have 
guided wage negotiations. The freight 
rate differentials to offset long hauls, he 
concludes, while of consequence in establish- 
ing the original rate structure, of late have 
been “‘relatively insignificant in determin- 
ing wage rates and in obtaining competitive 
equality.” 

In setting rates to cover work that 
“is not directly productive of coal,” 
such as timbering, removing impurities, 
laying tracks, pushing cars, etc., “‘little 
attention has apparently been paid to 
competitive equality.” In the more highly 
organized districts these rates “‘are fairly 
standardized and where the union has little 
power no unity of treatment exists.” In 
some mines individual bargaining is still 
maintained. 

Machine mining rates are set by deduct- 
ing a fixed amount from the pick rates. 
The machine differentials vary widely from 
district to district. Two theories have been 
advanced for determining these rates. 
“The miners contend that. the machine 
rate should be equal to the pick rate minus 
the cost of maintenance and a fair profit, 
and the operators contend that the machine 
rate should be an amount which will yield 
an income to the machine miner equal to 
that of the miner working under a pick 
rate.” Both theories have been applied in 
the different districts, the local bargaining 
power of the opposing parties determining 
which theory was to be given greater 
consideration. 

When speaking of thick and thin vein 
differentials, Mr. Lubin is not always clear. 
At times he infers, and twice definitely 
states, that the theory underlying these 
principles is ‘‘in direct contradiction of the 
principle of competition,” and yet he finally 
concludes “that the principle of competitive 
equality ultimately plays a part even in the 
fixing of the differentials for the thick and 
thin veins.” ! The confusion seems to exist 
in a failure to differentiate between piece 
rates and actual earning power. Many of 
the thin veins are being operated because 
the coal produced is of a superior quality. 
Piece rates, a8 an item of cost, in such cases 


1 Compare pp. 93 and 94 with p. 100 and more ' 


particularly 179, 180 and 188 with 266, 267 and 
280. - 
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are not comparable. In other instances, 
the higher piece rate may be offset by 
proximity to markets (as in the case of 
northern Illinois), favorable freight rates, 
greater accessibility to coal veins and geo- 
logical conditions which facititate the work 
of mining. Does the true relation between 
the piece rates of thin and thick veins be- 
come apparent until a comparison is made 
after multiplying the rates by the respective 
units that can be produced in a given time? 

As the result of his investigation of the 
wage system of the organized fields of the 
bituminous industry, Mr. Lubin arrives at 
the following appraisal: 


A general lack of unity pervades the entire 
structure and everywhere the results of trading 
and compromise are evident. Among the es- 
sential features which have been discussed, the 
following stand out as worthy of emphasis: 

1. The pick-mining rates vary even as between 
those districts where conditions are fairly uniform 
and frequently the same rate is paid to pick 
miners working under widely differing conditions. 

2. The differentials between thick and thin 
veins are characterized by inequalities that are 
the outgrowth of conditions which prevailed 
locally in the past-——conditions which in many 
instances no longer exist. 

8. Machine differentials vary from district to 
district and from sub-district to sub-district, the 
determining factor being the relative bargaining 
strength of the operators and the miners. 

4. Dead-work and deficiency rates do not show 
even an approximation to consistency. Stand- 
ards vary between districts, between sub-<lis- 
tricts, and between individual mines in the same 
sub-district. 

5. Only in the day rates for inside labor does 
one find a close approach to uniformity. Even 
here, however, significant variations prevail. 

6. Rates for outside day men, owing to the 
absence of complete union control, show an 
irregularity almost as great as that which char- 
acterizes the dead-work and deficiency rates. 


While the interstate agreement has elimi- 


nated the cut-throat competition which 
characterized the organized areas of the 
bituminous industry in the eighties and 
nineties of the last century, the author be- 
lieves that “the principles adopted for ad- 
justing wage rates have not in any large 
measure served the purpose for which they 
iwere originally intended.” The present 
rate structure to a very large degree in 
many districts “is littl more than the 
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crystallization of the system of rates that 
happened to be in effect when the United 
Mine Workers first gained recognition.” 
He concludes taat: 


From all appeerances, then, we may lock for- 
ward to a contimwation of the present chaotic 
wage-rate structure. Trading and compromise 
rather than a scientific analysis of the work to be 
done will in all prcbability continue as the basis 
of rate making in the organized fields. In the 
non-union fields wage cuts and wage increases 
may be looked fo* with every significant fluctua- 
tion of the market. And with ıt all one may 
expect a continuction of the unstable labor con- 
ditions which prevail in the bituminous coal 
industry—an instability which cannot be elimi- 
nated so long as tae organized workers and union 
operators must cope, not only with local rate 
adjustments but a.so with a competition which 
is based not so mazh on the relative efficiency of 
the competing operator groups as on the power 
of one of the groups to control the wage rates 
it pays to its labwr. Such is the price we must 
pay if we will to keep the United Mine Workers 
out of the unorga-_zed fields. 


The effect this wage system has had upon 
the well-being 02 the miner, the operator 
and the consuming public, Mr. Lubin 
summarizes in Part IE of the last chapter: 


The prevailing wages system has brought 
about no abnorme) increases in mining wage 
rates, Since the rauguration of the Interstate 
Joint Conference, tonnage rates have not ad- 
vanced proportiorstely as fast as have the rates 
paid to labor ir other organized industries. 
Advances to day men have been about 18 per 
cent greater than tne advances made to labor in 
industry as a whcle, These wage-rate advances 
have had their eff2ct on the cost of mining coal; 
but there is no d_rect relationship between the 
changes in labor costs due to wage advances and 
the changes in corl prices. Many factors equal 
in importance to lehor costs have determined the 
market prices of bituminous coal. While there 
have been periods vhen advances in coal prices 
have been much greater than the increase in 
labor costs woulc have warranted, there have 
also been periods xhen coal prices have been so 
low as to leave litt e margin above the outlays for 
labor. 

To the extent that the wege-rate system has 
made use of differaatials it has proved economi- 
cally wasteful. £Mhough the machine differ- 
ential has not up to the present time visibly 
affected the instelation of machinery to any 
appreciable degree, it has, theoretically at least, 
kept from the conximer part of the savings which 
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result from the use of machinery. The machine 
differential has also maintained in operation 
‘certain pick mines whose product could not 
otherwise meet the competition of machine- 
mined coal. 

The freight and thin-vein differentials likewise 
make possible the operation of many mines which 
have little or no economic justification for exist- 
ence. Like the machine differential they are 
indirectly a cause for the overexpansion that to- 
day characterizes the bituminous industry. To 
this overexpansion can be attributed in large 
part the irregularity which today prevails in coal 
mining—an irregularity which has brought with 
it loss of earning power for both the miners an] 
the operators and high cost of coal for the cor- 
suming public, 

In the examination of miners’ wages and 
the cost of coal, Mr. Lubin has presented 
in readable form an exceedingly intricate 
and confusing wage system. The book 
shows wide reading and a knowledge of the 
variety of technical difficulties with which 
this industry is beset. The description of 
rate making has been admirably handled. 
The treatment of the many differentials 
which have played an important part in 
rate setting is a contribution. However, 
there is still needed a further analysis which 
will correlate the various differentials with 
labor and production costs, prices and 
quality of coal, the thickness of the seam 
and miners’ earnings. The author has 
forcibly stated the problem facing the 
union miners and the operators. 

The analysis of the effect of these differ- 
entials upon the overdevelopment of the 
industry, while suggestive, is far from con- 
clusive. A statistical treatment which will 
measure, even approximately, the relation 
between the various differentials and over- 
development is a task still to be ac- 
complished before definite conclusions are 
permissible. 

W. E. Fisume. 


Yost, Casper S. The Principles of Jour- 
nalism. Pp. vii, 170. Price, $1.50. New 
York: D. Appleton & Company, 1924. 

CRAWFORD, NELSON ANTRIM. The Ethics 
of Journalism. Pp. viii, 264. Price, 
$2.75. New York: Alfred A. Knopf, 
1924. 

The American newspaper is something 
more than a commodity to be produced and 
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marketed on the same principle as are shoes, 
matches, and soap. The newspaper is a 
public institution with a definite responsi- 
bility in the formation and maintenance of 
social ethics and other social standards. 
This is the gist of two books which herald 
an increasing social consciousness in jour- 
nalism—The Principles of Journalism, by 
Casper S. Yost, and The Ethics of Journal- 
ism, by Nelson Antrim Crawford. 

Both authors speak with authority. 
Mr. Yost, as one of the founders of the 
American Society of Newspaper Editors, 
is the leading figure among newspaper men 
in the attempt to raise the standards of the 
profession and its resulting product. He is 
editor of the St. Louis Globe-Democrat and 
has been a working newspaper man for 
forty years. Professor Crawford is head of 
the department of Industrial Journalism in 
Kansas State Agricultural College and has 
been a daily newspaper man. 

The student of journalism cannot but 
find reason to be optimistic in the appear- 
ance of these volumes. Heretofore the 
greatest concern about the social relation- 
ships of the press has been confined to 
those outside newspaper offices. With 
leaven working both within and without 
the press, some important change is bound 
to occur. 

Each author sees sharply the essential 
basis of present journalism—that the news- 
paper has a profound influence in the forma- 
tion of ideas and the guidance of actions of 
the reading public, and that, as the critics 
of journalism have not always seen, the 
press of today is a product of the society of 
today and is as good or as bad as are its 
readers. 

Of the two books, the more scientific and 
more analytical is Mr. Crawford’s. Witha 
clear, incisive style and few wasted words, 
the younger man outlines the newspaper as 
it is and furnishes scientific reasons for that 
condition. Mr. Yost, on the other hand, 
describes in an idealistic way the press as it 
should be if it coincides with the best tradi- 
tions of journalism. His style is rambling 
and redundant. The meat of the book 
could be presented better in half the space. 

Crowd psychology as the explanation of, 
the tendencies of present-day journalism is 
held by the Kansas teacher. This is a 
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pioneer stand within the ranks of journalism 
and is a long step toward putting newspaper 
work upon a scientific rather than a hit- 
and-miss basis. It is tke real contribution 
of Professor Crawford’s book. Of great 
value, also, is a very complete bibliography. 

The teacher of social science too fre- 
quently discusses public opinion and the 
newspaper without intimate knowledge of 
the technical nature of the latter. ‘These 
books offer an opportunity to become ac- 
quainted with such essential facts a3 he 
would like to know. And they are interest- 
ing reading. The journalist, the teacher 
and the general reader will find little that is 
dull in them and a great deal that :s of 
importance in his daily living. 

Lesum HIGGINBOTHAM. 


McCULLoUGE, J. E. Homs, the Savior of 
Civilization. Pp. 638. Washington, D. C. 
Southern Cooperative League, 1924. 


This is a large volume compiled for the 
use of families at their family altars. It 
consists of daily readings for the year for 
the “home council”—the name given the 
family group in its religious studies. 

The quotations that serve as reading 
materials are gathered from widely scat- 
tered sources, ranging from the Bible, re- 
vised into modern English, to selections 
from the prose and poetry of the renowned 
and less renowned of many generations, but 
chiefly of those of the last century and our 
own. 

The purpose of the book, as the title im- 
plies and the introduction states, is to 
make of the home “God’s garden of coar- 
acter; the soul may grow elsewhere, but it 
grows to perfection there.” The home 
should be the bulwark of civilization, the 
school of the spirit, and this book is the 
text which its initiator and editor evolved 
with his family in his own home, with what 
he and his friends have felt to be good re- 
sults. He is now passing on his program 
to any who are interested in keeping the 
family altar a supreme element in the 
home, and in finding some concrete way of 
doing it. 

,Matsonz, Granam W. Je., assisted by 

Robert C. Binkley. New Governments of 

Central Europe. (American Political Sci- 
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ence Series, 2dward 5. Corwin, general 
editor. Pp. x, 688.) Price, $5.00 (li- 
brary); $4.09 (educational). New York: 
Henry Holt and Company, 1924. 


This book is an excellent example of one 
type of service which it is the function of 
political scientists to perform in making 
their distinctive contribution to the ordering 
of a disordered world. It presents a careful 
study of the prccesses of disintegration and 
integration through which the political 
institutions of zhe peoples who composed 
the “Central Empires” passed during the 
fateful decade, 1914-1924. The historical 
and economic ccnnections of the movement 
are deftly and, on the whole, adequately 
made. The new constitutions of the re- 
sultant states, Germany, Austria, Hungary, 
Czechoslovakia and Jugoslavia, are ana- 
lyzed and the governments for which they 
provide shown et work upon the problems 
which they must solve before that infinitely 
complex and difficult task, the stabilization 
of Europe, is completed. 

The author follows substantially the 
same plan in the presentation of his material 
upon each state. After sketching the his- 
torical antecedents of the then existing 
governments he describes briefly their 
organization anc. operation in 1914. Then, 
step by step, he traces their downfall and 
reconstruction. The factors in their destruc- 
tion and regeneration—men, parties, polit- 
ical programs, long-repressed racial ambi- 
tions and antivathies, sectional and class 
jealousies, fears, hatreds and desires—are 
depicted in proper perspective. An enor- 
mous number cf facts concerning all of 
these elements, and especially with reference 
to the programs of parties and leaders, are 
presented. The constitutional and legal 
relations between successive governments 
are clearly set tcrth. The “summary and 
conclusion,” with which most of the sec- 
tions end, presen: brief reviews of the move- 
ments which have been traced in detail 
and, in some instances, carefully considered 
estimates of their results. In the final 
chapter the author sets forth his conclu- 
sions as to the underlying unities which are 
to be found in the processes of national 
liberation through revolution and the con- 
sequent re-establishment of orderly govern- 
ments through which all of these states 
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nave passed. He also discusses briefly the 
very interesting subject of the relations 
between the Vatican and the new states. 

Interesting and valuable features of 
Professor Graham’s book are the “time 
sharts” with which he has graphically 
portrayed the succession of cabinets and 
parties of each country in relation to time 
and to crucial political events, and a collec- 
tion of 144 select documents, “of very real 
constitutional importance which are not to 
be found in collections of European con- 
stitutions.” The volume, one of the first 
of the ‘‘ American Political Science Series,” 
is well written and edited and is beautifully 
printed. It does exceedingly well what it 
purports to do: “To fill a very obvious 
lacuna in the literature on comparative 
government.” 


Ratston HAYDEN. 


ARBITRATION TREATIES AMONG THE AMER- 
ican Nations. Edited by William R. 
Manning. Pp. 472. Price, $8.50. 
New York: Oxford University Press. 
American Branch. 


This publication, of the Division of 
International Law of the Carnegie Endow- 
ment for International Peace, 


is designed to include, in so far as it has been 
practicable, all arbitration treaties, and all 
arbitral clauses of other treaties, which were 
signed between or among American nations before 
the close of 1910 and duly ratified. 


The volume contains two hundred and 
twenty-eight such agreements, and seems 
to be fully and carefully what it claims to 
be, and nothing more. The interest is 
entirely in the documents themselves. 
There are two tables, chronological and 
alphabetical, but no index. The latter 
would, however, add little to the ordinary 
usefulness of the book. There is no in- 
troduction; and the notes confine them- 
selves, without important exceptions, to 
concise information regarding sources and 
ratification. 

The text is English throughout, “a coun- 
terpart of the present volume in the original 
languages” being “withheld awaiting the 
reception of the English version.” The 
questions of policy connected with this 
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mode of procedure must doubtless be left 
to the editors. But, given the decision to 
publish an edition like the present, it seems 
not improbable that the audience, most 
likely really to be satisfied by an English 
translation, might have been advanta- 


_ geously provided with at least brief histori- 


cal and interpretive notes. Still, for most 
purposes, the work will doubtless provide 
all that is needful as it stands; and it will 
certainly prove helpful in its scope, its 
availability, and its careful references to 
other publications of each treaty. 


Mowat, R. B. The European States Sys- 
tem. [The Worlds Manuals series.] 
Pp. 96. Price, $1.00. New York: Ox- 
ford University Press, American Branch, 
1923. 


This is a clear, concise, well-proportioned 
summary of how states in their relations 
with each other have progressed from status 
to contract. Early treaties were between 
pairs of nations only. Then came Machi- 
avelli, Grotius, and the Treaty of West- 
phalia. The treaties of 1648 and 1659, es- 
tablishing religious settlements and state 
boundaries, “represented a tendency to- 
ward international comity, toward the 
recognition of a European States System.” 

Europeans consciously began to preserve 
the equipoise, the balance of power, founded 
at Westphalia. Since then no person or set 
of persons has had in any one period both 
the will and the power to make an assault 
upon this European System. Their at- 
tempts have only modified it. Louis XIV 
failed. The Treaty of Utrecht, a European 
settlement, merely readjusted the work 
done in 1648. 

The French Revolutionists’ and Napo- 
leon’s assaults failed. The Congress of 
Vienna with its readjustments “was not 
meant to put Europe into a cast-iron sys- 
tem, but only into one which would be 
subject to orderly development, not to 
catastrophic revolution.” 

The latest attempt in 1914 has ended 
with the Treaty of Versailles. ‘This pro- 
vides for a fuller written system not only 
for Europe but for the whole world. “The, 
Concert Powers have reinforced the old 
System with an additional member, the 
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League of Nations;” “the Concert has been 
replaced by a more organized body.” 
The book is throughout readable, inter- 
esting and suggestive. 
D. R. Moora. 


Branc, Ersim Terry. The Co-Operctive 
Movemeni in Russia. Pp. 324. Price, 
$2.50. New York: The Macmillan Com- 
pany, 1924. 

This is a serious and thoroughly impartial 
study of a most important phase of modern 
Russian life. It is unfortunate that the 
author’s style seems so ponderous and the 
book such difficult reading, for it conteins 
much interesting and enlightening material. 

Although the history of the co-operative 
movement is traced in detail from its be- 
ginning in the 19th century as a conserva- 
tive bourgeois venture, the description 
given of the part played by the co-opera- 
tives in the economic life of Russia siace 
the revolution is the most interesting part 
of the book. 

During the early period of Bolshevik rule, 
the co-operators were regarded by -he 
government as “‘counter-revolutionar7,” 
and the author admits the truth of this 
charge. Furthermore, the thorough-gomng 
communistic program inaugurated by the 
Soviet government left no place for the 
co-operatives, as their property as well as 
that of individuals was nationalized. 

But with the abandonment of Commu- 
nism and the inauguration of the new eco- 
nomic policy of the Russian Government, 
the co-operatives were made the agency of 
the government whereby trade with West- 
ern Europé was re-established. 

The author professes to look for the reali- 
zation of the hope for world-wide peace and 
democracy when the co-operators of tie 
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world unite on an international basis. She 
concludes with this statement: 


In this movement, which spells a possible 
salvation for all nations,the Russian co-operators, 
working hand in hand with the Soviet power, are 
holding aloft a tarch of light. 


This is a consummation devoutly to be 
desired, but it s2ems too much to expect. 
If the Russian co-operators succeed in re- 
establishing economie stability in Russia, 
they will have rendered an inestimable 
service not only to that country, but to the 
world. 


Kenners D. Morrer. 


Lans, Tamar. Whats Wrong With the 
Momes? Pp. 254. Los Angeles: The 
Waverly Company, 1928. 


Whats Wrong With the Movies is a useless 
addition to the literature on a subject which 
already suffers from too much writirg of 
personal opinion. 

The conclusion of the author that while 
motion pictures possess great potentialities, 
there is something wrong with the directors, 
actors, producers, authors, censors, corae- 
dians, exhibitors and critics, is based on an 
intimate discussicn of those who earn their 
living in,the vericus branches of the indus- 
try. Geherally the reader is left in some 
doubt as to, the exact nature of the difi- 
culties which must be overcome before the 
industry can develop its potentialities. It 
is made clear, however, that whatever may 
be wrong, in a minor way, with the actors, 
managers and critics, there is nothing right 
about the censors. No constructive pro- 
gram is offered. 

This book can ke recommended for those 
who like quantities of personal gossip. 

Donatp Youna. 
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! l FOREWORD 


Foon is the first of human needs. 

We are changing from a surplus to 
a deficit agricultural economy in. this 
country. This volume brings together 
the essential facts on the present agri- 
cultural situation by the best agricul- 
tural economists of the country. 

The farm situation difers in eco- 
nomic position from the price situation 
in other industries. In otker industries 
the price largely fixes output. In the 
farm industry more largely output 
fixes price. It is just this essential 
difference that makes agricultural co- 
operation so important to future 
American well-being. 

Coupled with this essential difference 
lies also the important fact that we are 
changing from a nation of great surplus 
in food products to a nation of deficit 
in food production. Manv argue from 
this fact that we can, therefore, be 
heedless of our foreign policies. But so 
long as a goodly margin of some of our 
farm products are still to be sold 
abroad, so long will only a vigorous 
foreign policy protect the interests of 
American farmers. To transfer from 
an agricultural surplus in exports to a 
surplus of food imports means that we 
will have to export increased quantities 
of manufactured goods; or go backward 
industrially. The interests of the 
farmers in this country and the future 
interests of manufacturers alike, there- 
fore, call for such a foreign policy as 
will protect and develop every latent 


market whether for American agricul- 
tural goods o> for the products of 
American mines and factories. 

In this period of adaptation of farm 
output to domestic market needs, 
agricultural co-operative sales agencies 
will take an important place. The law 
of supply and demand is not an iron 
law which admits of no human guid- 
ance. The experience of changing both 
supply and demand for milk in the 
Philadelphia market alone points to the 
possibilities as to what co-operative 
sales agencies can do in order to guide 
production to its best market. For this 
reason one entire section of the volume 
i3 devoted to cc-operation and another 
to fitting prodrction to the market. 

Credit is particularly due to Mr. 
Robert J. McFall, of the Massachu- 
setts Agricultural College. Mr. McFall 
helped by adv:ce and by hard work 
both as a co-edicor and as a contributor 
to the volume. The need and plan for 
the volume was suggested by Doctor 
C. H. Crennan, of the Editorial Coun- 
cil, now of the Continental and Com- 
mercial Nationel Bank of Chicago. 

The volume is sent out with the hcpe 
that: it may add to a better under- 
standing of the difficult situation in 
which American agriculture has been 
placed in the post-war period and a 
true understanding of the fundamen- 
tals that will lead to prosperous homes 
on American farms. 

CLYDE L. Kine. 


The Farm Income Situation 


By Rosar?T J. McFaun 
Massachusetts Agricultural College 


HE economic situation of agricul- 

ture should be subjected to tests 
similar to those used in judg ng 
the condition of any other industry. 
There are important diierences be- 
tween farming and other industzies 
which must be recognized, but funda- 
mentally the same economic təsts 
must be applied to all classes of activity 
to determine the state of their econcmic 
well-being. 

There are various important view- 
points of the economic well-being of a 
business which must be considered 
more or less separately. The interest 
of the rest of the business world which 
has commercial dealings with this 
industry is an important angle to 
consider. Then again there is the 
question of the business as an operating 
concern. If a business is successful as 
an operating concern and is a sccially 
necessary business, operations will not 
be stopped merely because of unduly 
heavy capital charges, for capitaliza- 
tion can be reorganized. The com- 
plete business status, including zapital 
charges, must also be considered. This 
gives what is virtually the angle of the 
business which is of interest to the 
operators. 





; 


REASONABLE CRITERIA OF /’ 
AGRICULTURAL PROSPERITY 


In the case of farming, this latter 
consideration is the interest of the 
farmers themselves as a group. The 
interest of the hired laborer is normally 
in his wages and terms of employment. 
In farming, however, there are so many 

, gradations between hired laborers and 
operator-owners, on account of share- 
cropping, that it will be wise, if possible, 


to consider the well-being of all the 
people as a group that are engaged in 
farming. 

The interest of the rest of the busi- 
ness world in any industry is in its 
capacity to pay for the commodities 
and services of others. This reduces 
itself to the gross income of the busi- 
ness in question, whether the business 
be railroading or agriculture. It may 
be argued that capital charges and 
taxes should be subtracted from this 
gross income before the purchasing 
power is estimated for this purpose. 
Properly speaking, these should not be 
subtracted. The presence or absence 
of money available to meet capital 
charges, whether interest on mortgages 
or returns to zhe operator-owner, affects 
the amount of money distributed from 
farming directly or indirectly in pay- 
ment for other goods, securities or 
services. The public income from 
taxes is spent for goods or services, and 
this expenditure requires the income 
out of which taxes are paid. Heayy 
taxes may divert the stream of mcome 
from the purchase of a new car to the 
payment fcr a better road for the old 
car, but in any event the gross income 
finds its way into purchased goods, 
services or securities, including savings 
deposit receipts. Consequently, the 
gross income of the industry in ques- 
tion, excluding duplications arising 
from transfers within the industry, is the 
proper index of the purchasing power 
of that industry for the goods and 
services of others. The other non- 
UT irate interests of the outside 
world! lie in the supply of goods for 
which the income was received and in 
the assurance of a continuation of 


i 
I 
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production and spending power, which 
in turn depend upon the prosperity of 
the industry itself and the people en- 
gaged in it. 

The prosperity of the industry as an 
operating proposition depends largely 
upon the relation between the grosa 
income and the price level of the goods 
and services required by the industry 
itself for operation; in other words, on 
the purchasing power of its own in- 
come in the terms of the goods and 
services which it uses. 

The complete business status of any 
industry and the interest of those en- 
gaged in it must take into account the 
gross income of the venture and what 
current expenses, and fixed and other 
charges, .must be met before the net 
income, if any, becomes available to the 
owners. There are many questions 
which are subsidiary to this proposi- 
tion. 

The price of the articles for sale is one 
of the greatest factors in determining 
the size of the gross income. Size of 
output, however, is just as important 
as price in its influence upon income. 
A high price scale may wreck a busi- 
ness, while an increased turn-over at 
lower prices has made many fortunes. 
It is quite unsafe to assume here that 
farming is different from other indus- 
tries, in spite of classical theory. The 
current expense account, also, with its 
various sub-classifications, is most 
vital to the well-being of any business 
and the people engaged in it. A few 
years ago it was very common for the 
current operating expenses of the rail- 
way corporations to be almost equal 
to, or greater than, their operating 
income. The shareholder’s interests 
were not well cared for at that time. 
In farming, the main items in tHe cur- 
rent expense account include things 
which must be purchased for the busi- 
ness of farming, but not things’ pur- 
chased for. the personal use of the 


farmers and their families. Fertilizers 

and other raw meterials, such as feed ’ 
and feeders, as well as fencing, farm 

implements, farm machinery, gasoline 

and other power materials, and repair 

of buildings, must be provided for in 

the current expense account. Labor 

expenses must be considered when 

estimating the well-being of the busi- 

ness itself and that of the operators, but- 
must not be subtracted from the gross 
income when an attempt is made to 

judge the well-being of the whole class 
of people engaged in farming, including 

hired laborers, share croppers, tenants 

and operator-owners. Properly speak- 

ing, the maintenance and depreciation 

allowances for such semi-permanent 

goods as farm machinery and buildings 

should represent these goods on the 

expense account. Where the farms 

are kept uniformly well supplied with 

such articles it is as well to disregard 

the refinements of accounting theory, 

and to consider current expenditures 

for purchases and the repair fund in the 

farm expenses. In periods of depres- 

sion, however, all businesses, including 

farming, temporarily reduce their ex- 

penditures for purchase and main- 

tenance of equipment. In the long 

run, however, it is necessary to make up 

for such scrimping. 

As a matter of accounting, all taxes 
assessed against the farm and buildings 
other than dwellings must be counted 
as current expenses of the business. 
Personal taxes, such as those on in- 
come, dwelling houses, pleasure cars, 
etc., do not belong in the business or 
farm expense account; they come out 
of the farmer’s own personal net in- 
come, if he has any. 

After all strictly operating expenses 
have been subtracted from the total 
income, we are in a position to esti- 
mate the condition of the business as 
an operating concern. Operating ex- 
penses must include wages paid and 
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should consider wages due the opera- 
tors for their services. Interest on 
mortgages and other interest charges 
do not, on the other hand, appear in 
strictly operating expenses. If the 
business shows appreciable profits 
after paying these operating costs, we 
may anticipate that it will continue. 
The extent of the profits will determine 
the extent to which capital may be 
profitably invested. The relation be- 
tween the income and the items which 
make up the operating expense shows 
the purchasing power of the industry as 
an operating proposition. If this pur- 
chasing power is falling, the operation 
of the industry is jeopardized. 

The well-being of the owners and 
operators in any business depends not 
only on the relation between income 
and operating expenses, but is just as 
much affected by fixed charges and all 
over-head expenses. The farm busi- 
ness, just as that of a corporation, must 
pay over-head or fixed charges on its 
capital or reorganize its capitalization. 
A business may be perfectly sound as 
an operating proposition and yet be so 
burdened with over-head charges that 
it is ruined as a corporate proposition. 

In the long run, over-head charges 
cannot be paid excepting after reason- 
able current expenses, based upon 
efficient operation, are met. When 
mortgage holders foreclose, it is on the 
understanding that some other farmer 
will pay interest charges after meeting 
his current expenses. If it is impossi- 
ble to meet fixed charges after provid- 
ing for proper running expenses, then 
the income must be increased through 
increased size of business or better 
prices, or the over-head or fixed charges 
must be reduced. 

It has been a very common thing in 
the past in agriculture, as well as in 
other business ventures, for the real 
estate and the capitalization of the 
business ta he valued on an inflated 


level as compared with the current 
earning capacity. Securities in cor- 
porations have frequently been floated 
on the basis of earnings anticipated for 
scme more prosperous future period. 
Land, both in cities and in the farming 
communities, Las been bought and sold 
at prices markedly higher than the . 
current earning capacity of that land 
either in production or when rented. 
In so far as this was true in normal 
times, it may safely be said that two 
businesses were combined; production 
and speculation. Farming and land 
speculation have been inextricably 
mixed up in this country. Tc the 
extent to which land speculation has 
inflated the price of farm property, it is 
not proper to count either interest or 
taxes on this price as an expense of 
the business of farming. Such excess 
charges belong properly to the business 
of land speculation. In prewar cays 
this latter business probably sub- 
sidized true farming and artificially 
depressed farm prices for the farmers 
who were not also land speculators. In 
these last few years it has been a com- 
mon custom to consider the losses in 
land speculation as a charge against 
farming. So elso, it has always been a 
common custom to charge the full 
over-head cazdital expenses to the 
business of farming. We shall see 
later what an unfortunate effect this 
has had upon the estimates of costs of 
production of farm products. 

It probably is true that there is a 
third basis fcr the selling values of 
farm real estate. Farmers bid against 
each other for the possession of farms 
in order to secure for themselves a home 
and property which they own and on 
which they may be relatively inde- 
resp In England the social pres- 
tige of land ownership is a very power- 
ful factor in determining real estate 
prices.. In this country it is a more 
powerful factor than is generally rec- 
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ognized. This is not the same as 
speculative value, but for convenience 
will be classed with speculative value. 

Under the heading of over-head 
costs must be considered the customary 
rate of interest on the proper value of 
the land, buildings and equipment 
devoted to the business of farming. 
Interest on investment in the personal 
dwelling is largely a personal rather 
than a business expense. It is true, 
however, that most farm dwellings are 
used for farm business as well as for 
strictly personal purposes. Following 
the foregoing discussion of speculative 
values, we must avoid the charging of 
interest on that portion of the capital 
value which is speculative. A fair rule 
of thumb would be to substitute for 
interest a payment equal to customary 
rental charges in the neighborhood and 
count that as a true farming cost. 
assigning the remainder, if any, to 
speculation. What interest is due on 
mortgages and notes given for current 
capital is strictly a fixed charge and 
probably seldom greatly exceeds a 
legitimate charge on farming in normal 
times. Interest on land or current 
capital owned by the farmer is not. 
strictly speaking, a fixed charge, but it 
certainly is a proper over-head expense 
for the farming business. It should be 
paid to the farmer as a land owner be- 
fore we can estimate the “complete 
business status” of agriculture. 

It frequently happens that farming. 
just as any other business, is capital- 
ized more heavily than the combined 
operating and speculative businesses 
can stand. In such a case financial 
reorganization is in order. In the case 
of our large corporations a great deal of 
adjustment of capital values ¢omes 
through the shifting selling values of 
the securities. If the earning capacity 
gets so low that current expenses elat up 
so much of the gross income |that 
actually fixed charges cannot be met, 


a drastic reorganization isin order. In 


farming it is not so easy to reorganize 


the capitalization. Farmers as a class 
feel a personal obligation to pay off all 
capital borrowed. They are not edu- 
cated to the conception of corporate 
limited liability where the obligation is 
on the business solely, and not on the 
person. It is true also that a mortgage 
is usually accompanied by a personal 
bond. ‘There is also another decided 
difference in business custom between 
farming and other ventures in the 
relation of the interested parties to the 
business after financial reorganization. 
A merchant or manufacturer may go 
through receivership and retain his 
personal connection with the business 
after the capitalization has been ad- 
justed to the earning capacity. A 
farmer “loses his farm” when his 
capitalization is reorganized. 

After all business expenses are paid 
and the “complete net business in- 
come” discovered, there remains the 
personal business income of the farmer. 
It is this residue which must be con- 
sidered in estimating the. prosperity of 
the farmers as a class of economic 
producers. It is this residue when 
compared with the prices of goods and 
services used by the farmers and their 
families personally which gives the 


purchasing power of the farmers as . 


such. When this residue, if any exists, 
is ascertained from the total income of 
the whole nation’s agriculture, it is 
necessary to take account of the change 
in the number of the farmers among 
whom this figure must be divided as the 
years pass. The net income of the 
individual farmers is varied correspond- 
ingly. 

Personal taxes might be supposed to 
be subtracted before arriving at the 
real personal purchasing power. How- 
ever, all taxes not definitely classable as 
contributions due from the individual 
and counted as personal expenditures 


x 
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should be provided for as an expense of 
the business and are already deducted. 
Moreover, a very large part of the 
farmers’ taxes, business as well as per- 
sonal, are in reality merely the payment 
for public purchasing of group require- 
ments. Personal taxes are not a quid 
pro quo for the individual, but for the 
agricultural population as a group they 
are largely a quid pro quo. The sciool 
tax is a group expenditure for the 
benefit of the community group, al- 
though some individuals in the com- 
munity may receive no direct benefit. 
The national taxes which give a less 
direct return to the group are largely 
indirect or income taxes. Income 
taxes have had but little effect upon the 
farmers recently. Indirect taxes ap- 
pear in the price of commodities and 
services purchased and are fully ac- 
counted for when the purchasing power 
is derived by the use of purchase prices. 
In an index of spending power personal 
taxes must certainly not be deduzted 
from the farmer’s income. For all 
practical purposes it is a questicn if 
farm taxes should be deducted from 
income before computing the purchas- 
ing power for the agricultural group or 
the average or representative farmer. 
Since we cannot separate the various 
classes of taxes due from the farms and 
' the farmers it will be necessary to 
consider the net business incom2 of 
farming in two ways: with taxes in- 
cluded as an expense and with taxes 
excluded from the expense account. 

In finally summing up the economic 
status of those engaged in agriculture, 
several phases of the matter should be 
considered as far as the data permit. 

The status of the operators should be 
presented. In doing this, wages should 
be counted among the operating ex- 
penses. After all operating expenses 
` and fixed charges for capital and al- 
lowances for capital owned by the 
farmers are considered, the remainder is 


the income of the operating farmer from 
his farm operations. He personally 
has in addition the allowances for his 
own work and his own capital invested 
in the business. His business income 
as a farm operator and his total income 
as a farmer and land owner should both 
be considered. 

Wage data are available to show the 
income and terms of employment of the 
hired laborers. However, as already 
noted, there are so many share-crop- 
pers and tenants in addition to the 
hired laborers and operator-owners 
that it seems best to examine the 
status of the whole group of people 
engaged in agriculture. To do this it 
is necessary to return the sum paid for 
wages to the income available for 
distribution (or not to charge it in the 
expense items) and to distribute the 
total income among all the people 
engaged in the business. 


Cost or PRODUCTION 


There is considerable feeling in the 
country today that farm prosperity 
should be estimated in the light of 
cost accounting as applied to the pro- 
duction of farm products. Unfor- 
tunately, the keeping of general farm 
accounts is so uncommon that we have 
not much to hope for from the more 
intricate and deceptive cost accounts. 

There can be no question but that 
cost accountmg is a very valuable 
thing for some industries. However, 
it is a difficult thing to apply to indus- 
tries where the problem of “joint 
costs” is a serious factor, as it is in 
most farming operations. It is a safe 
thing to say that no cost accounts are 
reliable if their results are not checked 
against a sys:em of general farm ac- 
counts which leads up to an annual 
general balance sheet. The rarity of 
balance sheets for farming operations 
and the absurdities which have been 
committed by costing enthusiasts in 
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industries better able than farming to 
maintain proper cost accounts lead us 
to accept with decided reservations the 
findings of cost accounting applied ta 
agriculture as a test of its prosperity. 

There can be little or no question but 
that the application of cost accounting 
to agriculture as an educational meas- 
ure is very much worth while, unless 
the methods employed are too errone- 
ous. Such efforts should show the 
farmers very valuable facts on the 
comparative costs of different crops, 
combinations of crops and different 
methods of farming. Failure of the 
cost accounts to check with the balance 
sheet might not vitiate such results, 
and again even unduly large : cost 
estimates might stimulate desirable 
economies. 

This is no argument for the applica- 
tion of cost accounts in an absolute 
sense to the problem of farm prosper- 
ity. It is true that in this latter field 
cost accounts, if reduced to an index, 
may shed light upon the comparative 
prosperity in different times and differ- 
ent places. As a criterion of the 
agricultural prosperity of any commu- 
nity or time taken alone, however, cost 
accounts, as commonly used, must be 
taken with considerable reservation. 

In New England we have heard much 
of the cost of production of milk. It 
has been the aim (not by any means 
always attained) of the organized 
dairy farmers to secure a price for that 
portion of their milk going into fluid 
sales which will equal the cost of pro- 
duction as worked out in accordance 
with the best accepted theory. Some- 
what less than half of the total pro- 
duction in the whole section goes into 
such fluid sales. The rest is disposed 
of for much lower prices. In Vermont 
about one-third of the milk goes into 
fluid sales. As a result, the average 
price is materially lower than the 
theoretical cost of production. - This 


price, moreover, has recently been , 
higher, as based upon prewar figures, 
than the general price level. In this 
case low price cannot have been the 
driving force in the expansion of pro- 
duction; the milk price has been very 
satisfactory as compared with prices 
of raw materials. And yet in the past 
four years the milk production of 
Vermont has increased by about 25 per 
cent. The presumption is that it was 
profitable for the farmers to increase 
the production even though the the- 
oretical cost figures showed a loss. 

The probable reason for this is that 
the cost accountants attempt to con- 
sider dairy farming as a separate 
enterprise. Dairying is considerably 
more expensive as a separate enter- 
prise than it is when conducted in 
conjunction with the production of 
cash crops. The Agricultural Ex- 
tension Services of Massachusetts and 
Vermont have recently issued a joint 
bulletin which states quite clearly that 
the farmers can hope to make money 
out of dairying only when combined 
with other farm ventures. 

Light on this question is shed from 
another enterprise in a distant place by 
the evidence presented to the British 
Royal Commission on the Importation 
of Store Cattle The fattening of 
cattle is not generally profitable ex- - 
cepting as practiced in conjunction 


. with other types of farm enterprises. 


It is unnecessary to multiply examples 
of profits from proper combinations of 
efforts when any one of these efforts 
taken singly would be futile. 

Another serious defect in cost ac- 
counting as applied to agriculture 
results, perhaps, in still more-disastrous 
conclusions. It is a common practice 
to include, among the items of cost, 
interest on the total investment in the 


t í- 
1 Proceedings before the Royal Commission on 
the Importation of Store Cattle, London (Cmd. 
1541). E es 
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farm. We have already remarked 
upon the fact that much agricultural 
land has been bought and sold on a 
valuation based upon speculation 
rather than upon its present productive 
capacity. Land values in the West 
have very commonly in the past been 
held for prices which included a specu- 
lative element. Much of the land 
near our cities, in the East as well as the 
West, always includes in its selling 
value a Jarge influence from its poten- 
tial use in the future for urban pur- 
poses. The holder expects a return on 
this speculative value from the sale 
of the land. It is not good accounting 
to demand also a return on this from 
current farming operations. 

The most serious side of this matter 
is that if a fair return on this specula- 
tive part of land value is allowed in the 
cost and at the same time is secured in 
the price of the products, the land 
valuation will be pushed progressively 
higher. ‘The selling price of land which 
includes a speculative element of gain 
must keep above its capitalized earning 
capacity. If the price of farm prod- 
ucts were raised to meet the land 
value every time the latter rose, the 
most vicious type of inflation would 
occur and depression be sure to result. 


Prices or AGRICULTURAL Propucts 


. The most popular criterion of agri- 
cultural prosperity is the price level of 
unit quantities of farm products. 
Taken alone this criterion tends to be 
misleading. When combined with in- 
formation as to the variations in the 
quantity of output and the expenses of 
production, pricedata are very valuable. 

The wholesale prices of agricultural 
products rose more than twice as 
rapidly as the general price level in the 
decade and a half before the war. In 
the field of world trade, as shown by 
British data, agricultural prices rose 
almost exactly twice as fast as all 


prices. At th beginning of that period 
of comparison, as Dr. Friday shows so 
clearly from quotations from current 
publications of the -time, agriculture 
was accounted very prosperous.? Dur- 
ing the war tke agricultural price level 
rose more zapidly and to greater 
heights than the general price level. 
Since the quantity output was in- 
creasing in total and per man employed 
during that period as a whole, we may: 
concede increased prosperity. Since 
1919 drastic price declines, affecting 
agricultural values more heavily than 
the general price level, have taken 
away a large part of the earlier gain. 
Comparing the year 1928 with the year 
1900, we find that wholesale prices of 
farm products have increased 103 per 
cent, while prices of all commodities 
have increasec 90 per cent.2 The pur- 
chasing powe? of unit quantities of 
farm products has increased somewhat 
during that zeriod, which began, we 
are assured, with marked prosperity. 

It is argued that it is unsafe to use 
such a distar base for reference and 
that the year 1913 or the half decade 
1910-14 should be taken as the base.‘ 
It is true thet the more distant the base 
the more disturbing factors enter, but 
it is not safe to assume that the changes 
have all been for the worse with the 
farmers. Poorer lands have been 
brought under cultivation in the West 
in the past decade than in the one 
before. At th> same time poorer lands 
in the East have been abandoned. 
Meanwhile agzicultural technique has 
improved and, as we shall see, the cost 
of production has decreased per unit in 
terms of human labor and land. 

3 Friday, D. E~: The Course of Agricultural 
Income During the Last Twenty-five Years. 
American Economse Review, Supp., March. 1928, 
pp. 147-158. 

* Publications of the Bureau of Labor Statis- 
tics. 
4 Warren, G. F : The Agricultural Depression: 
Quar. Jour. Econ., Feb., 1924, pp. 183-218. 
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If the year 1913 is taken as the base, 
the wholesale price of farm products 
rose 42 per cent by 1928, while the 
general price level rose 6&4 per cent. 
As a consequence, unit quantities of 
farm products declined in their pur- 
chasing power by 7.8 per cent. When 
taking the year 1918 as the base, it 
must be carefully kept in mind that 
this was a very prosperous period for 
agriculture in comparison with other 
times. Farm income had been in- 
creased by both price and quantity for 
a decade and a half since the prosperous 
year of 1900. 

Farm prices are available for the 
comparison with 1918, but not with 
1900. Such prices gathered with the 
same margin of error as wholesale 
prices would be much more valuable 
for the purpose at hand. However, it 
is difficult to conclude that farm price 
data can be as accurate as wholesale 
price data. Wholesale prices at prin- 
cipal markets are fairly well standard- 
ized; it is possible ta estimate them 
within a fairly small margin of error. 
They are reported and published by 
many parties with all kinds of “bias.” 
Moreover, published price lists are 
available for the use of the statistician 
in constructing wholesale price indexes. 
A reasonably accurate representative 
price can be found and used, although 
the errors are greater than supposed by 
the uninitiated. Im the case of farm 
- prices there is no such comparative 
stability upon which tc base estimates. 
There are practically no standards of 
quality at the farm upon which to base 
representative prices. ‘There is a very 
great variety of price on any product 
even in the same community at the 
same time. Since the prices cannot be 
published in such a way as to be 
directly checked, excepting for gener- 
alities, there is great difficulty in 
eliminating the “‘bias”’ of the reporters. 
Even in the matter of reports of 


quantity of crops produced, the per- 
sonal “bias” of the reporter is a very 
serious matter to the correction of 
which the U.S. Department of Agricul- 
ture has devoted a great deal of energy. 
“Bias” in the findings of country 
reporters is particularly strong in 
abnormaltimes. By the use of various 
checks, the errors in the final crop 
reports due to this cause are less than 
they otherwise would be. Reports on 
price are much harder to check. There 
can be no question but that there is a 
great deal of “bias” these days in the 
agricultural community on this matter 
of price; a “bias” which will be bullish 
in prosperity and bearish in these last 
few years. 

These farm prices, published as such, 
show a variation in movement from 
wholesale prices of farm products. 
The direction of the variation is such as 
would be anticipated from either the 
“bias” of the correspondent or from 
actual economic movements. Just as 
retail price movements lag behind 
those of wholesale prices, so wholesale 
prices tend to lag behind those of farm 
prices. Available data on farm prices 
indicate that they have dropped to 
considerably lower levels than’ the 
general index numbers. The farm 
price of the Department of Agriculture 
stood at 186 for crops, 108 for live- 
stock, and 120 for the combination in 
1928,* while the Bureau of Labor 
Statistics’ index of the price of farm 
products stood at 142, and that of all 
commodities at 154. The index of 
railway rates on farm products stood 
at 158.6 for 1923 on the same base of 
1913.6 This latter point is noteworthy, 
since railway rates are the chief item 
standing between farm prices and 
wholesale prices at the chief markets. 

It is difficult to believe that the other 


ë The Agricultural Situation (U. S. D. A., 
multigraphed publication). 
* Agriculture Yearbook, 1923, p. 1177. 
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expenses of marketing between “arm 
and wholesale market have risen so 
drastically as to cause all this diserep- 
ancy between these two price indexes. 
However, there is some statistical 
evidence to prove this tendency for 
prices to vary from central market 
prices as we go nearer the farms. As 
conditions create a “buyers market,” 
a tendency arises for “bargain prizes” 
to appear at points near the surplus- 
producing regions. A general szudy 
of seasonal marketings and prices for 
storable crops indicates a greater price 
decline at harvest than can readily be 
ascribed to carrying charges. A Cana- 
dian study made in prewar days showed 
a marked tendency for Winnipeg and 
Liverpool prices of wheat to draw wide 
apart in the months in which the 
Canadian grain was flooding intc the 
markets.” Recent events have sown 
that the Argentine with its large sup- 
plies of meat pressing for outlet has 
seen prices much lower in comparison 
to world market prices than are the 
American prices.° 

The Department of Agriculture alsa 
publishes data on total net valve of 
production which, by a simple process 
of division, yield index numbers of 
farm prices on a completely weighted 
basis.2 The weighting shifts suto- 
matically from year to year as the 
relative output of various procucts 
changes. This gives a better index of 
what the farmer actually receives. 
These data are checked against census 
findings and give more weight tc the 
prices obtaining at the seasons of haavy 
marketing than the index numbers 
referred to above which give an average 
of all months. When we take these 
total value data of the department for 

7 Georgian Bay Canal Commission, Irterim. 
Report, 1817, p. 56. 

8 Arner, G. B. L.: The Cattle Situatbn ix 
Argentina (U. S. D. A., multigraphed publica- 
tion). 

9 ole and Markets, Supp., March, 1924, p. 84, 


crops alone ard modify the index of the 
value for the _ncrease in “‘mass of crop 
production” shown in the same table, 
we find an irdex of value or price of 
unit quantities of 152.2 on the base of 
1918. This is considerably higher than 
the index of farm prices of crops re- 
ferred to above, which was 186. Part 
of the discrepancy may be due to the 
fact that thes2 bulk figures are affected 
by whatever shifting of production 
occurs from less to more proritable 
lines. 

It is commonly argued that agricul- 
tural prosperity is impossible so long as 
the price level of units of farm products 
is not as much above the 1918 price 
level as the prices of other commodities 
are above the:r 1913 level. One writer 
even goes so far as to conclude that 
“real prosperity on farms” necessitates 
“a price level as high as the general 
range of prices at which the bulk of 
the indebtedness was incurred.”’™ The 
latter phrase 7efers at least partially to 
the large capital charges laid on the 
farms during the period of inflation at 
the end of the war. 

Such conclusions seem unwarranted 
when viewed in the light of business 
experience in other fields. Many ex- 
amples of real prosperity in industry 
could be citei from the past and the 
present. It 15 only necessary to point 
to the industry built up by Henry Ford, 
expanded during the war period of 
inflated prices, paying high wages to- 
day and selling its products, not only 
at a smaller purchasing power than in 
1913, but at a lower purchasing power 
than the most pessimistic showing for 
agricultural products; in fact, Ford 
cars sell today for much less than pre- 
war prices and yet Mr. Ford is reputed 
to have made himself among the na- 
tion’s most wealthy men. Gasoline 
also sells tocay for low prices (even 

* Warren, G. F.: The Agricultural Depression, 
Quar. Jour. Econ., Feb., 1924, pp. 188-218. 
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below the prewar levels) and yet the 
various leading oil companies are 
reported to be thoroughly solvent. 

We are sometimes told that in- 
creased quantity of farm production 
has come because of the necessity for 
more units to sell at the lowered prices.” 
_ In other words, we must believe that 
increase in production has been the 
effect, not the cause, of low farm 
prices. Doubtless, many individual 
farmers, anticipating at sowing time a 
low price at harvest, have increased 
their sowings accordingly. Through- 
out the country as a whole, however, 
this has not been the situation. Asthe 
latest Yearbook of Agriculture states 
regarding the period of price decline, 
“Since 1920 the area of farm land and 
of improved land has increased very 
little, possibly not at all, and the 
acreage in crops has decreased since 
1919.” 10 The increase in acreage 
since prewar days occurred while 
prices were rising rather than as the 
effect of falling prices. It is worthy of 
note that the acreage of whea} has 
declined continuously during these 
past years when wheat prices were 
comparatively low. On the other 
hand, in New England, where the farm 
price index of market milk stood at 156 
for 1928 (on the basis of 1910-14) and 
butter at 158, the production of milk 
has increased very markedly. 

The claim advanced at times that 
those now engaged work harder than 
was the custom in earlier days makes 
but little headway in the light of what 
is known of the hard toil devoted to 
farming in days gone by. Mechanical 
devices and better technique save 
- much human energy today. It is a 
well-known fact in the East that one 
seriously disturbing factor in the milk 
market is the general desire to sell 
whole milk in order to avoid the use 

* See p. 9. 

10 Agriculture Yearbook, 1928, p. 487. 


and washing of the separator. It is 
asserted by some of those acquainted 
with the West that the wheat market 
has been flooded by farmers preferring 
the hard work of a few months to the 
year-round work required by diversi- 
ed farming. The production of today 
calls for hard work, but proof is lacking 
that the toil is more burdensome than 
that of the past. Certainly no more 
people are employed to produce a 
larger quantity. It is hard to believe 
that the farming population increased 
its efforts per man enough to affect the 
increased production per man as shown 
by the statistics. It is more natur ~~ 
to suppose that the expenditure or 
millions of dollars these past few years 
to carry agricultural education to the 
farmers has had its effect and that the 
increased production has been the 
result of the work of brains as well as 
brawn. 

Many writers fail to face the fact 
that unit prices alone do not tell the 
whole story of the farm income. Other 
writers admit the fact that the quan- 
tity of production affects income as 
truly as does price, but refuse to face 
the logical conclusion that the product 
of unit price and quantity, which 
constitutes the total income, is the real 
basis for judging the economic status 
of the industry. 

An apparent justification for this 
attitude may lie in a narrow interpre- 
tation of the classical theory of in- 
creasing costs of farm production. If 
the cost of farm products always in- 
creases per unit of output as production 
increases, agricultural distress must 
exist when an increase has occurred in 
the quantity of production while unit 
prices of farm products have fallen in 
comparison to prices of other goods. 
In such circumstances, the greater the 


production, the greater the distress of -s 


the farmers. Nevertheless, even in 
such circumstances, the purchasing 
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. power of the industry (which is oten 
hopelessly confused with that of those 
engaged in it) would still be determined 
by the total income. On the other 


hand, if, perchance, increased produc-’ 


tion and decreased costs per uniz of 
product come together, real agricultural 
prosperity might come with a decr2as- 
ing purchasing power of farm products. 

It is generally admitted that there is 
a law of diminishing returns or in- 
creasing costs in agriculture. It is not 
true, howevér, that increased agri- 
cultural production always involves 
greater cost per unit of product. 
Greater application of labor and capital 
to land in certain conditions may give 
larger production with actually lowered 
costs per unit of product. This fact is 
commonly conceded by careful stu- 
dents when the amount of labor and 
capital employed is still small. As the 
amount of such application is increased, 
however, a stage is reached beyond 
which the cost per unit of product 
ceases to fall and starts to rise. These 
stages of decreasing and increasing 
cost appear as either labor or capital or 
both are applied with gradual increases 
while the agricultural technique re- 
mains, unchanged. If the agricultural 
technique is improved while the appli- 
cation of effort is being increased, it 
must, result that the stage where costs 
per unit begin to increase will be pushed 
further along in the intensification of 
production. Improved technique may 
very considerably extend the possi- 
bilities of increasing production per 
acre without increasing the cost per 
unit. Eventually a limiè to this proc- 
ess must be reached. However, the 
combination of the fact that at any 
stage of agricultural technique taere 
are limits within which greater effort 
will bring lower costs for the product 
and that there are great Improvements 
available in the technique,’ makes it 
possible for the average farm situation 


in a country like this to continue for 
a surprisingly long time in the stage 
of decreasing costs. Doubtless many 
fields in the country are now in the 
increasing cost stage. Certainly the 
time may he anticipated where the 
average farms of the country, will be 
operated at Increasing cost even with 
improving technique, unless other fac- 
tors than th= supply of farm products 
reduces our population growth to a 
pace slower shan the advance in farm- 
ing methods. The question for the 
point at issue, however, is the apolica- 
tion of this law of cost variations to the 
present time end the average farming 
conditions ix this country. 

The recent history of this matter is 
not without interest. In spite of the 
high prices t the end of the war, the 
trend of fooc prices for the period from 
1810 to 1920, gs a whole, was distinctly 
downward." It might be said that the 
rising price level in the twenty years 
before the wet was merely a recovery 
from the over-violent drop in the pre- 
ceding decades. Prices and costs are 
different ma-ters, but in the course of a 
century they must keep pace with each 
other quite closely. Accordingly, we 
may safely say that the cost of food 
production in terms of dollars has 
declined throughout the past century 
as a whole. The dollar is not the 
ultimate standard of cost. Human 
effort is the ultimate standard. Dur- 
ing this per.ol units of human effort 
employed ir industry received mate- 
tially greater payment in wages in dol- 
lars. This is shown by wage data both 
at home and abroad.” Since food 
costs were falling in terms of dollars and 
the wages o- human effort were rising 
in terms of the same measure of value, 


it must be conceded that food costs 


u Hurlin, Ralph G.: The Annalisti, July 4, 1921. 

3 Douglas, P. H.: unpublished studies. Kitch- 
in, Joseph: Trade Cycles Chart, The Times 
(London), Jancary 8, 1921. 
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were falling very materially in terms of 
the ultimate measure which is human 
effort. This portrays the cost of the 
purchase of food rather than the actual 
cost of production in terms of labor 
employed in farming. 

The comparatively short period of 
rising food prices of this last quarter 
century did not reverse this trend in 
prices in terms of human effort. It did 
check the rise, however, at least 
temporarily. At the same time the 
rapid increase of farm land values ap- 


pearing during that period indicates 


that a part of the increased price was 
going into increased farm profit rather 
than cost. Even in this last quarter of 
a century it would appear that the cost 
of food in terms of human effort re- 
quired for its purchase had actually 
declined. 

During the past century the per- 
centage of population engaged in 
agriculture has fallen very materially.” 
The supply of farm products has been 
increased to meet the growth of popu- 
lation, but a larger part of the workers 
has been drafted-into the newer in- 
dustries. In 1870 the agricultural 
workers were nearly 18 per cent of the 
population. In 1920 only a little more 
than 10 per cent worked on the farms. 
Since 1870 the product per unit of 
labor employed on the farms appar- 
ently has about doubled.“ 

During the past census decade the 
agricultural production increased by 
about 16 per cent, & while the area of 
improved land was increased by only 
about 5 per cent and the persons em- 
ployed actually decreased, according to 
the census, by about 10 percent. This 
last figure is subject to some question 
cn account of the change in the census 


8B Babson, R. W.: Journal of Farm Economies, 
January, 1924, p. 43. 

M A griculiure Yearbook, 1928, p. 468. 

1 Computations of W. W. Stewart and E. E. 
Dey. 


date. It must be recognized that the 
decrease in land and human labor 
employed per unit of product may be 
offset partially or wholly by changes in 
capital or outside services in the use of 
fertilizer, machinery, etc. It seems 
certain that the spectacular increase in 
productivity per man in the last half 
century as a whole is partially due to 
increased use of machinery or what 
might be called the indirect use of city 
labor. What influences have been at- 
work in this direction in this last decade 
will be discussed in detail later in 
analyzing the farm expense account. 
It may be noted in advance of this 
discussion, however, that there is no 
evidence that changes in the use of 
such “outside services” have wiped 
out the economies in the direct use of 
labor and land. 

There are very many opportunities 
today for decreasing the cost of pro- 
duction of farm products while expand- 
ing their output, and that without 
resort to the time-honored custom of 
bringing into use new supplies of virgin 
soil. Some of these economies lie in 
the production of crops, some in animal 
husbandry and some in better com- 
binations of the two. Many of them 
are already partially utilized in practi- 
cal farming. A careful survey of the 
situation shows, however, that many 
known economies are but imperfectly 
utilized in practice at present. Inertia, 
lack of knowledge and the fact that 
decreased cost per unit of product is of 
less importance to the farmer than in- 
creased profit per acre, keep economies 
from being adopted as rapidly as they 
are discovered. It is fortunate that 
there are such brakes on the wheels of 
progress. An unduly rapid adoption 
of known better methods might cause 
such an increase of production as to 


ruin the farmers through reduced p 


prices. Many known improved farm- 
ing practices are in process of gradual 
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adoption; many improvements will yet, 
doubtless, be discovered. 

In the matter of animal husbardry 
much has been accomplished in in- 
creased meat production per thousand 
of the livestock population in this last 
generation through younger slaughter- 
ing alone. This materially reduces the 
feed consumption per unit of meat 
produced. Such economies are by no 
means exhausted. In milk production 
the census data would indicate that the 
economies in production coming from 
the use of larger producing cows were 
but very imperfectly utilized as yet. 
It has been calculated that a cow Dro- 
ducing 800 gallons of milk a year re- 
quires 4.7 pounds of “starch equiva- 
lent” to produce 1,000 calories in the 
form of milk, while a cow producing 800 
gallons requires only 2.9 pounds for the 
same energy equivalent in milk. Not 
only does the cost of milk in terms of 
feed consumed decrease with better 
yielding cows, but the cost decreases 
just as truly in terms of money spent 
per unit of production.” 

In the matter of crop production, 
similar opportunities exist for cheapen- 
ing unit costs of production while ex- 
panding the output. The latest (13928) 
Yearbook of Agriculture contairs a 
most instructive chart on the relation 
between costs per ton and yield per 
acre of sugar beets as shown by cost 
surveys in Utah and Idaho.!® It is 
shown that a small increase in cost per 
acre is accompanied by such an in- 
crease in yield that the costs per ton are 
very much lower where the yield has 
been increased. Surveys of cotton 
farms indicate that this result is not 
confined to one crop.1® 

8 The Food Supply of the United Kingdom, by 
a committee of the Royal Society, pp. 27, 28 
(Cd. 8421). 

17 Bulletin No. 7, Conn. Agr. College, Ezten- 
sion Service. 

18 Agriculture Yearbook, 1928, p. 199. 

1 Department Bulletin 648, U. 8, D. A. 


The results of fertilizer experiments 
show that the proper use of this aid to 
production may readily decrease the 
cost per unit of output before reaching 
the stage of decreasing returns. The 
experiments conducted at the Ohio 
Agricultural Experiment Station show 
clearly in the case of wheat production 
that the moderate use of fertilizer 
materially reduces the cost of produc- 
tion per bushel.2? Limits to the possi- 
bilities of this efficiency exist of course, 
but the country as a whole is using 
fertilizer very sparingly as yet. The 
average nat:onal agriculture is easily 
within the stage of increasing returns 
from the use of this one factor in pro- 
duction. 

Improvements in the combination of 
various farm enterprises are also con- 
tributing tothe efficiency of our national 
agriculture. One of the outstanding 
efficiencies which have been finding 
their way inzo our agriculture and con- 
tributing to zhe lowered costs per unit is 
the increased plowing up of pasture 
lands, thereby making better combina- 
tions between the raising of crops and 
animal husbandry. The British scien- 
tific agriculturalists have for years been 
pointing out the increased economy 
which resul-s from the conversion of 
pasture into plowland.™ An acre of 
cultivated land can normally produce 
as much feed for livestock as an acre of 
the same land in pasture, and can at the 
same time produce a material amount 
of food for cirect human consumption. 
The British farmers do not take kindly 
to this advice. The American farmers, 
however, appear to have made consid- 
erable progr3s3 in this direction. More 
human labo? per acre is required there- 
by in the same stage of agricultural 
technique, out the British scientists 
claim that with their labor costs, the 
total result gives anet profit and smaller 

20 See page 238, infra. i 

n Middleton T. H.: various publications. 
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cost for the resulting increased prod- 
ucts.” 

There are many opportunities today 
for decreasing the cost of agricultural 
products while increasing their output. 
Moreover, it has also been shown that 
the nation-wide tendency even of late 
years has been for increased production 
with the use of less land and labor per 
unit of output. The result has been 
that the long-time trend is for food 
prices to fall rather than rise iù terms 
of fundamental units of cost required to 
purchase the food. We shall not im- 
mediately conclude that there has been 
such a decline in the cost of production 
as to give greater profits to the farmers 
in spite of falling prices. We do sug- 
gest, however, that this collateral 
evidence is so strongly against an un- 
proved assumption of hardship as the 
certain accompaniment of declining 
prices that the whole case of farm 
profits should be investigated on its 
merits and subjected to the tests which 
would be applied to any other business. 
We shall, accordingly, look mto the 
question of the real agricultural income 
and the various expenses which must 
be charged against it. 


TOTAL AGRICULTURAL INCOME AS A 
CRITERION OF PROSPERITY 


The best basis for estimating the 
economic status of the farm business 
‘ itself, as an average for the whole 
country, is found in the estimate of the 
Department of Agriculture of the value 
of the total production of farm prod- 
ucts, excluding duplications. These 
data eliminate the difficulty introduced 
into some estimates by the double 
counting of animal products and the 
crops from which these were produced. 
The duplication involved from the 
transfer of animals and feed from one 
farm to another directly or through 


2 Middleton, T. H.: Food Production in War, 
p. 341. 


commercial channels is also eliminated. , 
We have the value of the net out-turn 
of the business of farming as such, 
including the food and other supplies 
used by the farmers from their own 
farms.. The estimate is the true figure 
for the total income of the business of 
farming, excluding transfers and dupli- 
cations. It is checked against census 
data and must be accepted as reason- 
ably reliable. It takes account of 
increased quantity of production as 
well as price. The regular compilation 
upon’ which index numbers are con- 
structed includes only items used in the 
census list of 1919. The inclusion of 
additional items which have been 
estimated for the last few years would 
slightly increase the index of 1928 over 
1919. 


Inpex or Varus or Fars Propucrs on Basis 





oF 1918 Paicm Levu ® 

i Total 
Year Crops a Excluding 

ucis | Duplication 
1913 100.0 100.0 
1914 99.7 99.5 
1915 112.6 109.1 
1918 147.6 125.7 
1917 219.8 188.0 
1918 233.7 235.0 
1919 247.9 281.7 
1920 174.8 179.9 
1921 111.0 125.5 
1922 148.4 145.0 
1928, | 160.2 156.2 





The index of this farm production 
value, or business income, stood at 
125.5 for 1921, 145 for 1922, and 156.2 
for 1923. These figures are the best 
data available upon which to base the 
purchasing power of the farming busi- 
ness itself for goods, services and in- 
vestments, whether spent directly by 
the farmers or their creditors. When 


2 See p. 9. 
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. deflated by the change in the purchas- 





~ 


+ 


ing power of money as shown by the 
general wholesale number of the Bureau 
of Statistics, they become 85.4 for 
1921, 97.3 for 1922, and 101.4 for 1823. 
To the extent to which the change in 
the general wholesale price index 
depicts the changing value of the dol- 
lar, these last figures show the purchas- 
ing power of the business of agriculture 
for goods, services, ete., as relatec to 
the status of 1918. They show a serious 
lack of purchasing ability m 1921, but 


- a practically normal situation in the 


last two years. Preliminary estimates 
indicate that conditions have improved 
still further in 1924. And it must be 
emphasized again that 1913 was a 
comparatively prosperous year for 
agriculture. 

These figures illustrate the deflated 
ability of agriculture to pay for goods 
for current and capital use and serv-ces 
whether private or public as obtained 
through taxation. Viewed from the 
standpoint of those desiring to supply 
this industry with goods or services, the 
figures as they stand are probably most 
satisfactory as the purchasing power 
of the business of agriculture. Each 
class of outsiders must also consider 
how the change of price for his good3 or 
services compares with the changes of 
the general wholesale index number. 

Viewed from the standpoint of azri- 
culture itself these figures leave much 
to be desired. An index of the pric2 of 
current requirements of the business of 
agriculture is very much needed. Dr. 
Friday made a suggestion in this 
direction in 1922. Judging from cer- 
tain raw data on prices of these require- 
ments in the Yearbook of Agriculture, 
the department is probably considering 
such a contribution. ‘This index num- 
ber should include the prices of all 
commodities required for the business 
of farming, using the type of price on 

3 See p, 7, 
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which the goods are usually acquired, 
for some goods are purchased at farm 
prices, some practically at wholesale 
and many at retail. Feed and feeding 
stock are purchased on a type of price 
quite dissimilar from the basis of the 
general index of retail prices, which 
covers consumers’ goods. Suitable 
weightings, of course, should be de- 
veloped. It should also be made 
possible to include or exclude at will the 
prices of farm products purchased or 
transferred as raw material in the in- 
dustry. These should certainly be 
included when comparisons are made 
with unit prices or total incomes from 
individual farms. 

Unfortunately, such index numbers 
have not yet been constructed. The 
Bureau of Labor Statistics’ retail index 
is useless for this purpose. Their 
wholesale index leaves much to be 
desired, nor is it safe to modify this 
before using it. The low item of farm 
products might be eliminated for some 
uses, but, if sa, the high items of fuel 
and lighting snould also be dropped. 
These latter items apply almost ex- 
clusively to personal rather than busi- 
ness expenditures in farming, unless ior 
gasoline as a fuel, the index number of 
which is phenomenally low. More- 
over, farm products constitute one of 
the greatest items of expense in the 
business. 

Since it is impossible at present to 
construct an index number for farm 
requirements as they exist, it is best to 
leave this stage of the matter as it 
stands and use the total income de- 
flated by the uze of the wholesale price 
index number. Thus we conclude that 
the figure of 101.4 is the nearest ap- 
proach possible at present to a satis- 
factory index of the total purchasing 
power of agriculture as an operating 
business, including with direct pur- 
chases the indirect demand for outside 
goods and services through the media 
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of taxes and payments for interest and 
discharge of capital obligations. 

An index of the direct purchasing 
power of the whole business of agri- 
culture may be estimated after sub- 
tracting the interest or indebtedness 
and the farm taxes from the gross in- 
come. This leaves the amount availa- 
ble for direct expenditure by owners 
and operators for commodities and 
services, personal and business com- 
bined. Taxes on farm property in 
1928 are estimated to have been about 
$850,000,000, against $344,000,000 in 
1914.3 Interest on mortgages and 
other debts in 1928 has been estimated 
to amount to $952,000,000.%4 The best 
estimate available for interest pay- 
mentsin 1913 amounts to $228,000,000.75 
Assuming no change in taxes between 
1918 and 1914, and subtracting the 
sum of these items from the total value 
of farm products given above, we find 
the index of the amount available for 
direct expenditure from farming in- 
come by operators and owners in 1923 
to have been 142.8 on the basis of 1913. 
Deflating this index number by the 
wholesale price index of all commodi- 
ties we find an index of the ability to 
make direct purchases in 1928 amount- 
ing to 92.4. 

Neither of these indexes separates 
the personal purchasing power of the 
farmers themselves. To arrive at a 
satisfactory index of this latter it is 
necessary to subtract all current operat- 
ing expenses, as well as taxes and inter- 
est, from the total income. 


NATIONAL Farm EXPENSES 


Comprehensive data on the national 
farm expenses, unfortunately, are not 
available for a series of years reaching 


B Agriculture Yearbook, 1923, chart on p. 8. 
«Crops and Markets, Supp., August, 1924, 
p. 286, 
ti National Bureau of Economical 
Income in the United States, pp. 54 and 803, 
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back to prewar days. The Depart-, 
ment of Agriculture has recently made 
estimates for the last five years. Even 
these lack sufficient explanation to 
render them of the maximum value for 
our use. It is possible, however, to 
estimate the amount in 1923 and in 
1918 of approximately 90 per cent of 
the total gross expense. It is also 
possible to make a fairly close estimate 
of the weight which each bears of the 
total national farm expense. 

The basis for our weighting of the 
influence of each item in the total 
expense will be based on the summary 
of 16,188 farm reports made to the 
Department of Agriculture for the year 
1923.2 In some cases the proportion 
of the expense held by certain items in 
this summary is higher than appears to 
be proper in an average for the whole 
country in the light of other evidence. 
Corrections have been made accord- 
ingly. The final conclusions show that 
after taking the cost of feed and feeders 
from the total, the remaining disposi- 
tion of income was divided as follows: 
seed, 2.25 per cent; fertilizer, 8.4 per 
cent; machinery, 6.25 per cent; hired 
labor, 10 per cent; operator and family 
labor, 49 per cent; and taxes, 7 per cent. 
The remainder is taken up by miscel- 
laneous expenses and interest on in- 
vestment. 

One of the very largest items of farm 
expense is already provided for when 
the income data used exclude the feed 
consumed by animals and include only 
the net sales of livestock. All expense 
for feed and feeders is thus provided 
for, excepting the cost of getting these 
commodities from one farm to another 
when such farm to farm transfers are 
These marketing expenses are 
a proper expense item in the national 
farm accounts. Transportation costs 
are the large item here. The index of 
transportation costs for agricultural 

* Crops and Markets, Supp., July, 1924, p. 221. 
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products for 1928 stcod at 158.6.° 
Most of the other marketing charges 
are on the commission basis and should 
be low since the prices of farm products 
have been low. The only light oa the 
amount of such movement is the data 
on feeder shipments. Complete data 
on such shipments are not avalable 
before 1917. No upward trend is 
apparent since that year. It seems 
safe, accordingly, to assume that the 
total cost of such marketing services 
has followed quite closely to the changes 
in the total agricultural income. 

The expense for seed is not w-itten 
off in the farm income data given 
above. The farm price of seed can be 
assumed to follow the farm price cf 
crops. As we have already seen, the 
farm crop price index derived from the 
income data stood at 152 in 1923. The 
area devoted to the chief crops in- 
creased by 5 per cent in the decade. 
Accordingly, the index of expenditures 
for seed in 1923 may be placed at 160, 
the expenditure in 1923 at $274,590,000 
and $171,618,000 in 1913. 

The expense for fertilizer is a negli- 
gible item on the western farms. In 
the East and South, however, it is an 
appreciable factor. The index of ferti- 
lizer prices at wholesale was 110 for 
1928. These are not prices at the 
farms, but they do involve thé el2ment 
of transportation charges. Since there 
is evidence that profits have been hard 
to get in selling to the farmers in 
recent years, *” it is quite improbable 
that marketing costs in fertilizer and 
machinery are particularly high. Any 

N 


y Sap. 8. 

27 A resent issue of the Standard Daily Trcda 
Service, pùhlished by the Standard Statistics 
Company, shows a deficit of .75 per cert in the 
case of fertilizer companies and a net profit of 
only .75 per cent in the case of farm mechinery 
companies, a3 compared with an average profit in 
a large group of industrials of 6.5 per cert on the 
investment for the average of the laat three 
years. 
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possible under-estimate of expense in 
this direction for fertilizer will be 
offset by an aver-estimate in the case of 
machinery where the index of wholesale 
price is high. 

The increase in quantity of fertilizer 
purchased was negligible in the cec- 
ade, although the actual plant food 
per ton of the fertilizer did increase 
noticeably.28 The increased expens2 in 
fertilizer purchase in the decade may be 
estimated at 10 per cent. The total 
expense for fertilizer will be taken as 
$414,936,000 in 1928 and $378,443,000 
in 19138. 

A fairly close estimate can be made of 
the change in the expenditure for 
agricultural implements and machinery. 
During the years 1918 and 1919 the 
production end domestic sale of such 
equipment is reported by the trade as 
being subnormal. By 1920 it had rsen 
to unusually high proportions. In 
1920 the railways of the United States 
moved 3,82£,921 tons of “agricultural 
implements and vehicles other than 
automobiles.” In 1921 the figure fell 
to 1,666,536. In 1922 it was 1,719.680 
and in 19285 it was 4,598,382 tons.?® 
Officials of tae International Hervester 
Company estimate that the unit prices 
in 1923 averaged 68 per cent higher 
than in 191439 These figures in 
themselves indicate an agricultural 
purchasing power amazing in the light 
of the popular conception of the contin- 
uation of the farm depression into 1928. 

In 1923 the estimates of the Depart- 
ment of Commerce show a domestic 
sale by manufacturers of such equip- 
ment amounting to $311,823,230.# 
Similar data for 1913 are not available. 
The census showed a value of $164,- 
086,835 for 3uch manufactures in 1914. 


28 P, 265, inf-a. 

9I. C. C., Eailway Statistics. 

30 Eversion, J, A.: Farm Equipment Pricce. 

2 Department of Commerce, Press Release, 
October 16, 1924, 
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In that year-the exports amounted to 
$21,649,523. These data are not ab- 
solutely comparable, nor do they defi- 
nitely show prices at the farm. ‘They 
indicate, however, that the farmers 
spent 118 per cent more for agricul- 
tural machinery and implements in 
1923 than in 1914. Since the small 
purchase in 1921 and 1922 and the 
larger purchase in 1920 offset each 
other in their effect upon the stock of 
machinery on hand at the beginning of 
1928, we shall not encounter a large 
error from the puzzling question of the 
use of machinery owned at the begin- 
‘ning of the two years in question. The 
figure of 118 per cent increase may be 
assumed to apply without great error 
to the expense of the machinery and 
equipment item. 

Automobiles and trucks are not 
included in the foregoing. Prices on 
Fords in 1923 were 62.7 per cent of the 
1913 level? It is certain that the use 
of this type of machinery has increased 
greatly, but only 80.7 per cent of farms 
reporting had autos, and 2 per cent had 
motor trucks in 1920.8 A large por- 
tion of the expenditure for cars is for 
the personal use of the farmers, includ- 
ing personal shopping as well as pleas- 
ure. A great amount of the business 
expense is properly chargeable to 
marketing costs and, consequently, 
should strictly speaking not be charged 
against the income based upon prices 
at the farms themselves. However, it 
doubtless is a fact that the use of 
automobiles has helped the strictly 
farming business and that increased 
costs in this direction have saved other 
costs. Certainly the increased amount 
of the business use of cars has fully 
offset the comparative decline in their 
price and the price of gasoline. To be 
conservative we may assume that the 

“Ford, Henry: My life and Work. Also 
yecent quotations. 

S Abstract of the 14th Census, p. 748, 


expenditure for this type of machinery 
has followed the trend of that for other 
farm machinery noted above. 

Costs connected with machinery and 
other equipment have been estimated 
at 6.25 per cent of the income in 1923. 
On that basis this expense was $762,- 
748,000 in 1923 and $334,539,000 in 
1913. 

Labor expense takes a large share of 
the total farm income. These labor: 
charges appear in two forms: wages for 
hired labor, which must be paid before 
the operators’ income can be deter- 
mined; and the value of the labor of the 
operator and his family, which must be 
counted before the cost of farm prod- 
ucts can be estimated. The latter 
item is decidedly the larger on the 
typical American farm. 

The index of farm wages, recently 
constructed by the Department of 
Agriculture, stood at 155 for the year 
1923.5 

The amount of labor used on the 
farms is a matter on which we need 
more certain knowledge. Unfortu- 
nately, for this purpose, the census was 
taken at an earlier date this last time 
than in 1910. The results show a 
total of 10,953,158 employed in “‘agri- 
culture, forestry and animal hus- 
bandry” in 1920 against 12,659,082 in 
1910. The main decrease was in the 
hired laborers. Comparisons between 
the census estimates of the total amount 
paid for wages in 1909 and 1919 and the 
Department of Agriculture estimates 
of farm wage rates lead us to question 
if there was any serious decline in 
laborers during the period. ‘There are 
many indications that there have been 
heavy migrations from the farms both 
during and since the war. ‘There is no 
proof, however, that the total agricul- 
tural population has declined. Data 
of the Department indicate that the 
supply of farm labor was fully as short 

5 See p: 8, 
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in 1928 as in 1919. We shall adopt the 
conservative conclusion that probably 
the number of laborers has remained 
about constant during the decade and 
that post-war declines have offset any 
slight increase in farm operators up to 
1919. 

On this basis the expense for hired 
labor, which we estimate at approxi- 
mately $1,220,400,000 in 1928, was 
$787,355,000 in 1918. The allowance 
for operator and family labor in 1928 
would be 85,979,960,000 and $3,858,- 
038,000 in 1913. 

Estimates have already been given 
for tax payments and interest on mort- 
gages and bank loans in the two periods. 
It is necessary also to make an estimate 
of the interest on the total investment, 
including that part of the owners’ 
equity which is actually based upon the 
business of farming. Since land values 
are still above prewar levels, and since 
before the war a material portion of the 
land prices was based upon specula- 
tion, it will be necessary to make allow- 
ances for this. The Department of 
Agriculture estimates the total value of 
farm property, including working capi- 
tal in 1923 at $59,409,000,000.4 The 
National Bureau of Economic Research 
puts the figure for 1918 at $45,227,000,- 
000.5 According to the census about 


' 70 per cent is land value and 14.6 per 


cent buildings. We shall assume that 
one-half of this latter belongs to the 
personal dwelling. To the extent to 
which this is a business investment 
there are offsets in other items of in- 
vestment, such as autos, which are 
personal investment. We shall exclude 
7.8 per cent of the total capital entirely 
as being devoted to personal rather 
than business purposes. The remain- 
der other than land is allowed an inter- 


4 Crops and Markets, Supp., August, 1924, 
p. 286. 

% National Bureau of Economical Research, 
Income in the United States, p. 68. 
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est of & per cent. The value of the 
land is allowed an interest rate of 3.5 
per cent. Ths is the average rate of 
rental charge and is the competitive 
rate paid for the use of the land in 
production. Its use to represent the 
interest on land eliminates the influence 
of the speculative portion of the land 
value in so far as this is possible. The 
changes in the major items of expense 
are thus accounted for. Since there 
has never been any census of total farm 
expenses, we shall not attempt to cast 
up an actual balance sheet for any 
year’s operations. All national farm 
balance sheets which have been esti- 
mated by vacious statisticians have 
evidence of a lerger probable error than 
the margin left for profit. It does not 
seem that there is sufficient exact 
evidence as to the proportion which 
each and all of these expense items bears 
to the total income to warrant any 
definite conclusion as to the net profit. 
However, the 2vidence is not so weak 
as an index of change in the separate 
items and total expense from one year 
to another. The “miscellaneous” 
items are always a matter of guess. 
We have presented no data regarding 
them and shall assume that the trend in 
the major known expense items por- 
tray the trend for the sum of all items. 
We shall venture, accordingly, to dis- 
regard the expenses as absolute figures 
and present the estimates of the change 
in these items and their various totals 
on the basis of relations. 

The operating expenses of farming, 
including wages assigned to the overa- 
tors and their families as well as hired 
labor, show an index of 161.7 for 1923 
when taxes are included and 156.6 when 
taxes are excuded. These compare 
slightly unfavcrably with the index of 
total farm inccme which was 156.2. 

The complete business status of 
farming appesrs when all operating 

* Gray, L. C.: égricultural Economics, p. 252, 
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expenses and fixed charges are consid- 
ered. Including operator and family 
labor in the operating expenses and 
using the interest charges explained 
above on the total business investment, 
we find an index of such total costs in 
1928 of 155.8. The probable error in 
the comparison is such that it is unwise 
to emphasize this small apparent im- 
provement in position. It is plain, 
however, that farming as a business in 
1923 did not compare unfavorably with 
its situation in 1913. 

It is interesting in passing to note 
that when this cost mdex of 155.3 is 
compared with an income index of 
156.2 and a general price level of 154, 
and when we call to mind the fact that 
_the quantity of agricultural production 
has increased materially, it must be 
concluded that the increased produc- 
tion in the decade has been accom- 
plished with a marked decrease in cost 
per unit of product. 

The comparative status of the whole 
population engaged in agriculture is 
shown by the trend of expenses exclud- 
ing the labor items and interest other 
than payments on mortgages and bank 
loans. Such expenses rose to 224.1 in 
1928 when taxes are included, and to 
217 when taxes are excluded. It is 
assumed here that all interest on non- 
mortgaged land accrued to the benefit 
of the farmers. The less safe assump- 
tion that mortgages are held only by 
outsiders, unfortunately, cannot be 
avoided. These conclusions indicate 
that the farming population as such 
had an income with which to pay for 
personal expenses and taxes amounting 
to 146 in 1923 as compared with 100 in 
1918. We lack an index of cost of 
living on farms with which to compare 
this to estimate the purchasing power 
of the farming population. The use of 
the Bureau of Labor Statistics’ index 
number of the retail cost of food, which 
also stood at 146 in 1928, would prob- 


ably misrepresent the situation. It 
also is fruitless to attempt to compute 
an index of the purchasing power of 
farm wages. 

The status of the owners and opera- 
tors as such is shown by comparing the 
total expenses paid by such operators 
with their total income. These ex- 
penses include all known items except- 
ing interest on the personal equity of 
the owners and operators and wages 
assigned to the operators and their 
families. Such expenses rose to the 
relative figure of 199 in 1928. When 


comparisons are made with the total ` 


income it is apparent that the index of 
the income accruing to this class was 
188.6 in 1928. No attempt will be 
made to isolate the item of rent and 
make separate showings for the various 
farming groups other than the hired 
laborers. 

It is thus apparent that the purchas- 
ing power of the business of agriculture 
had returned to normal by 1928 but 
that, owing to high taxes, interest 
charges and other expenses, the posi- 
tion of the people engaged in farming 
was, as a whdle, depressed. The 
laborers fared better than the farmers 
themselves. The farmers, themselves, 
on the average were still suffering from 
much poorer returns from actual farm- 
ing operations than in 1918. More- 
over, up to 1920 they had been enjoying 
an increase in their land value amount- 
ing to about 2 per cent a year? This 
speculative situation has been reversed 
and in the place of a gain a very real 
decline is going on in nominal land 
values. 

A great deal of the trouble in the 
average situation comes from the un- 
typically bad situation in the western 
section where farming was pushed 
beyond the true “extensive margin” 
at the end of the war. It is quite 
apparent, in view of the ability of the 

37 Gray, L. C.: Agricultural Economics, p. 258. 
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. old lands to produce all food needed at 
present, even at decreasing costs, that 
the expansion onto these new poorer 
lands was not justified. The country 
has made a very expensive mistake by 
over-rapid expansion of the farming 
area in these regions. How much of 
the trouble is localized in this western 
area would be difficult to determine, 
but conditions there are so bad com- 
paratively that were the data for that 
section taken from the national average 
it is safe to say that the remainder 
would show a good degree of prosperity 
for all the well-directed agricultural 
efforts. 


The year 1924 will certainly show an 
improvement over 1928. ‘The records 
are not yet sufficiently complete to 
warrant an attempt to bring the fore- 
going data for 1923 up to date. How- 
ever, such material as is available 
would .indicate the probability that 
sufficient improvement has taken place 
to bring even the actual income of 
the operators up to a prewar purchas- 
ing power. If the final reckoning for 
the year supports this preliminary 
estimate, it may be said that the 
prosperity of the business of agricul- 
ture has returned to a reasonably high 
level. ` 


The Purchasing Power of the Farmer’s Dollar 
| From 1913 to Date 


By A. B. Genone 
New York State College of Agriculture, Cornell University 


HE farmer’s dollar will buy, of 

course, exactly as much as any- 
body else’s dollar—once he gets it. 
It would be more strictly accurate, 
therefore, to talk about the pur- 
chasing power of the farmer’s products. 
However, the “dollar” form of ex- 
` pression is the popular one and no- 
body is likely to misunderstand that 
the discussion herein relates to the 
general position of agriculture as re- 
flected by the exchange value of its 
products. 

The past ten years have had some- 
what the same bearing on agricul- 
tural history as an earthquake has 
upon geologic history. All those eco- 
nomic processes which normally spread 
themselves over long periods of time 
end occur in mild degree were pre- 
cipitated by the war period as sudden, 
violent phenomena. 

From the late nineties down to 1918, 
the period had been one of slowly 
rising prices. That was a chapter of 


agricultural stabilization, of gradually 
improved production, of increasing 
property values, of moderate farm 
prosperity. During this time agricul- 
tural products exchanged for indus- 
trial products and services on a plane 
of comparative stability and slowly 
increasing advantage. 

With the advent of the war in 1914, 
a new chapter opened. The first 


shock of war merely sent the price — 


structure into violent fluctuation: 
wheat prices, for example, abruptly 
went up while cotton just as abruptly 
went down. By 1916, however, the 
situation had crystallized and prices 
had really begun to mount. Thus 
continued for four years the feverish 
experiences of wartime: an unending 
pressure for greater production, soaring 
price level, expansion, finally inflation 
and widespread speculation. During 
1917, 1918 and 1919, farm products 
sold at relative advantage. Those 


three years constituted the major 
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PURCHASING POWER OF FARMER’s DOLLAR FROH 1918 to DATE 


wartime period of exchange favoreble 
to agriculture. 

Then, in 1920, came the smesh. 
Deflation pricked the balloon and 
drastic curtailment of consumption, 
both here and in Europe, squeezed it 
limp. Prices collapsed. Raw mate- 
rials and especially farm products 
suffered severely; prices of those com- 
modities fell first, hardest and farthest. 
The exchange value of the farm=r’s 
products sank to such depths of dis- 
parity as to render his situation one of 
national concern. 


ExcHANG®E Postrion or Farm 
Propucts 


In recording the relative exchange 
position of farm products, there are 
several angles from which measurement 
might be made. One way would be to 
simply make comparisons between the 
ratios of farm receipts to expenses, one 
year with another. A difficulty here- 
in lies in the lack of adequate data 
over any length of time. Another way 
would be to subtract from gross farm 
income the amounts of taxes, interest 
and fixed charges and let the balance 
represent buying power for all otier 
goods and services during a given 
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year. Anothe> way is by straight 
comparison cf unit prices. 

The farmer 3ells all his labor in the 
form of his products. The prices of 
his products are, therefore, a sensitive 
gauge as to his status in the general 
markets. While they do not measure 
the actual proportions of income, 
nevertheless the fluctuations in price 
of a unit of farm products, when set off 
against the ductuations in price of a 
unit of products bought by farmers, 
give a fairly reliable index of relative 
position from time to time. The 
actual figure representing purchasing 
power at a ziven time may be only 
approximately indicative, but the 
trend over a period is accurately re- 
flected and the latter is the significant 
thing. 

Table I shows the index numbers of 
prices, at the farm, of 30 agricultural 
products. This is the “new” price 
index of the Department of Agriculture 
and is somewhat more comprehensive 
than the price index which the De- 
partment previously used. It is con- 
structed on a five-year base, August, 
1909, to July, 1914, but by a coincidence 
the year 19-8 equals 100 and is so 
taken here: 


TABLE J—Invex Noumaers oF Prices or Fara PRODUCTS 
1918=100 








1918 | 1914 | 1915 


August. 
September 
October. 
November 
December . 


1916 | 1917 | 1918 | 1919 


219 | 185 | 114 | 184 | 184 
221 | 128 | 118 | 186 | 134 
€22 | 123 | 128 | 186 | 128 
280 | 115 | 128 | 187 | 128 
285 | 112 | 127 | 185 | 127 
#84 | 110 | 128 | 188 | 128 
294 | 111 | 126 | 180 | 180 
£09 | 116 | 120 | 128 | 137 
194 | 118 | 119 | 180 | 129 
178 | 120 | 129 | 182 | 186 
T58 | 116 | 126 ! 188 

140 | 115 
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Table IT shows index numbers of 
prices, at wholesale, of non-agricul- 
tural commodities. This is the “all 
commodities” index of the Bureau of 


Table II shows the purchasing 
power of farm products in terms of 
non-agricultural commodities. It is 


-obtained by dividing each index num- 


TABLE U—Inpex Noumopses or WHOLESALE“ Prices or Non-AGRIcULTURAL COMMODITIES 
(Bureau of Labor Statistics “all commodities,” excluding farm products and food) 
1918 100 


1913 | 1914 | 1918 | 1916 | 1917 


Labor Statistics, from which farm pro- 
ducts and food have been excluded. 

Farmers actually buy their required 
articles at retail, but reliable data on 
such retail prices are not yet available. 
The next best thing to use as basis for 
comparison is this wholesale price 
series of non-agricultural commodities 
here given above. 


1918 | 1919 | 1920 | 1921 | 1922 | 1923 | 1924 





ber in Table I by that for the corre- 
sponding month in Table II. (See 
Table IT below.) 

Table IV shows relative purchasing 
power, during September, 1924, of 10 
principal agricultural products in terms 
of certain groups of industrial commod- 
ities. The former are based on United 
States average prices at the farm. 


TABLE TWI—Txxe Purcuasina Power or Fans Propucrs in Terms or NON-AGRICULTURAL 
COMMODITIES 
1918 = 100 





1914 


1915 | 1916 | 1917 | 1918 | 1919 | 1920 | 1921 | 1922 | 1923 | 1924 








Purcuasine Powrr or Farmer’s DOLLAR FRON 1918 ro DATE 


~ The latter are the Bureau of Labor 
Statistics groups of commodities at 
wholesale. 

This gives an idea of the relative 
status of certain important key prod- 
ucts this fall. It reflects the current 
relatively strong position of wool and 
cotton producers; the depression in 
which cattlemen are engulfed; the 
disparity which is just now pulling 


TABLE IV¥—Renatire 
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price level is less important than that 
his products exchange on a par with 
others. 

There is one important case, how- 
ever, wherein he is concerned with the 
absolute level of prices. About 20 
per cent of all farm expenditure is for 
taxes and interest. The exchange 
value of agricultural products in terms 
of taxes and interest is now so law as 


Porcsastna Powar 


(At September, 1924, Farm Prices) 


1913 = 


IN TERMS OF 


Cotton |Corn| Wheat | Hay toei 








All commodities 120 124 98 
Cloths, etc. 96 | 100 79 
Fuel, ete. 116 | 110 87 
Metals, ete.. 140 145 114 
Building materials. 105 | 108 85 
House-furnishing goods. | 105 | 108 85 


the Corn Belt away from hogs and 
into corn; the return nearly to par 
of the Wheat Belt; the rather un- 
favorable situation of hay and potato 
growers. 

In so far as the farmer’s financial 
outlay is for goods and wages, his chief 

` concern is that there be no disparity 
between prices of his products and 
those of other things. The general 


TABLE V—Rartto or Farm Propucr Prices ro Tax AND INTEREST PAYMENTS 


*Total Farm Tax 


100 


Or A UNIT OF 


Beef 
cattle 


sad Swine | Eggs | Butter | Wool 





to be a very serious matter in parts of 
the United States. If the general 
price level shoald continue to decline, 
it would lay increasing handicap upon 
the men who are obliged to meet 
obligations ccntracted when prices 
were higher—that is, when dollars 
were more numerous. The relation- 
ship to the prewar status is indicated 
in Table V. 


Ratio of Prices of 


Index Numbers of | Index Numbers of Prod 
Year any Interest Tax and Interest Prices of Farm Farm aea 
ayment P t Produts Tax and Interest 

(Millions) aymen n Payment 

100 10 100 

198 201 104 

223 114 56 

232 12% 53 





“See Yearbook U. S. Department of Agriculture, 1928, p. 8. 
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In CONCLUSION 


To sum up, the exchange position of 
agricultural products was moderately 
favorable to farmers in tne years 
immediately preceding the war. Com- 
pared with the year 1918, their indi- 
cated purchasing power was relative- 
ly high in 1914; sank below par in 1915 
and continued so during 1916; rose 
above par in the summer of 1917 and 
continued relatively high duzing 1918 
and 1919; plunged to serious depths in 
the spring of 1920 and has continued 
low since that time. The trend has 
been one of slow improvement during 
the last two years but the situation, as 
it stands, still spells serious handicap 
to agriculture. It is particularly se- 
vere on that generation of younger men 
who, by reason of having been born at 


a certain time, arrived at the status of - 
farm ownership during the period of 
inflated prices and are now struggling 
with a load of taxes and interest which 
has even increased as the dollars where- 
with to pay have become scarcer. 
Judged by prewar conditions, it 
appears that the net effect of the 
period from the beginning of the war to 
the autumn of 1924 has been adverse 
to agriculture aş a whole. The most 
significant material effects so far are 
a general deterioration in the farm 
productive plant, and a redistribution 
of farm population. The ultimate 
effects will include a decline in per 
capita production to the point of 
forcing a restoration of farmer pur- 
chasing power and another general 
readjustment in the relationships be- 
tween agriculture and urban industry. 





Income from Agricultural Production 


By L. H. Bean and O. C. STINE 
Division of Statistical and Historical Research, U. S. Bureau of Agricultural Economics 


T is the purpose of this paper to dis- 
cuss the changes that have taken 
place in income from agricultural 
production during the past fifteen years 
and to analyze especially the changes 
in post-war agricultural income. 

Recent data published by the De- 
partment of Agriculture together with 
the income studies of the National 
Bureau of Economic Research furnish 
the basis for a broad survey of agricul- 
tural income before, during and after 
the war. From the two studies it is 
possible to estimate the changes that 
have taken place in: 

(1) The rate of return on all capital 
employed in agriculture; 

(2) The rate of return on the capital 
owned by all farm operators (owners 
and tenants) as distinguished from the 
capital owned by non-farmers; 

(3) The rewards for the operator’s 
labor, risk and management; 

(4) The distribution of the operat- 
or’s income. 


These phases of agricultural income 
will be discussed in turn. 


Tas RELATION TO NATIONAL WEALTH 
AND INCOME 


It is necessary, at the outset, to have 
in mind the relation of agricultural 
wealth and income to the wealth and 
income of all industries. The question 
often arises, does agriculture earn its 
fair share of the national income? The 
answer must, of course, depend on a 
definition of “‘a fair share.” Should 
“a fair share” for agriculture take 
into account the fundamental differ- 
ences between agricultural and other 


industrial enterprises? Should one, for 
instance, take into account (a) the 
average investment per person engaged 
in agriculture and the average invest- 
ment per person engaged in other in- 
dustries, or (b) the relative amount of 
labor and managerial services con- 
tributed to the national output by the 
average person engaged in agriculture 
and the average person engaged in , 
other enterprises, or (c) the portion of 
national wealth represented by agri- 
cultural wealth? It is obvious that at- 
tempts to answer these questions would 
lead into controversial fields. It is, 
however, of some value to note the 
available meager data on the latter of 
these criteria of “‘a fair share,” name- 
ly, the relation of national agricultural 
wealth and income to total national 
wealth and income. 

During the past quarter of a century 
our national wealth, as estimated by 
the Bureau of the Census, increased 
from 88.5 billion dollars in 1900 to 
186.3 billion in 1912, and to 320.8 bil- 
lion in 1922 (Dec. 81). In these inter- 
vals the value of all agricultural prop- 
erty increased from 22.1 billion dollars 
in 1900 to 49.8 billion in 1912, and to 
64.3! billion in 1929. Expressed as 


1 For these comparisons an estimate has been 
made of the value of farm Jand and buildings and 
subtracted from the original Census Bureau esti- 
mates of real property and improvements taxed. 
The estimated value of land and buildings is on 
the basis of the agricultural census returns ad- 
justed according to changes in land values as re- 
ported by crop reporters to the Department of 
Agriculture. The 1922 value of. agricultural 
wealth includes an estimate of $1,700,000,000 
valuation of autos and trucks on farms and $500,- 
000,000 valuation of farm products on hand, 
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percentages of total national wealth 
these estimates for agriculture are 
respectively 25 per cent, 26.7 per cent 
and 20 per cent. The decline in the 
relative position of agriculture from 
26.7 per cent of the total wealth in 
1912 to 20 per cent in 1922 is due al- 
most entirely to the deflation in the 
values of agricultural real estate and 
equipment. 

The contribution that agriculture 
makes to the total national income is 
indicated by the studies of the Na- 
tional Bureau of Economic Research. 
In the five years preceding the war, 
when agriculture represented 26.7 per 
cent of total national productive 
wealth, it contributed only 85,891,000,- 
000, or 16.8 per cent of the total na- 
tional income of $82,173,000,000. 
With the exception of the factory 
group, which produced 21.4 per cent 
of the total national income, agricul- 
ture was the largest contributor. In 
1919, the last year for which Dr. W. I. 
King’s estimates are available, agri- 
culture produced $14,885,000,000, or 
22.8 per cent, of a total for all indus- 
tries estimated at %65,000,000,000. 
Agriculture’s share of the national 
wealth for that year has not been es- 
timated, but it was only 20 per cent in 
December, 1922. It seems possible, 
therefore, that agriculture in 1919 
earned a share of the national income 
approximately equivalent to its share 
of the national wealth. 

Whether agriculture today is earning 
a share commensurate with the por- 
tion it represents of national wealth is 
not ascertainable. There can be little 
doubt, however, that the “equilibrium” 
reached about 1919 was upset by the 
precipitous decline in commodity prices 


and by the continued spread between , 


agricultural and non-agricultural prices. 
There is sufficient evidence in studies 
of post-war agricultural earnings to in- 
dicate that the relationship between 


capital investment and income has , 
undergone considerable change. 


Rate or AGRICULTURAL EarNINGS 


In the five years immédiately pre- 
ceding the war, earnings from agricul- 
ture as a whole were sufficient to yield 
approximately an average return of 
4.5 per cent for capital and manage- 
ment, in addition to paying the major 
operating expenses and a hired-hand 
wage allowance for the physical labor 
of the operator and his family. In 
1918 and 1919 capital earnings reached 
11 per cent but were practically wiped 
out during the depression in 1920-21. 
Since then they have reached $.1 per 
cent. It is obvious from the following 
table that, except for the years 1916- 
19, the earnings for capital and man- 
agement have generally been below 
the current commercial rates of inter- 
est. At this point it should be ob- 
served that the rates shown in Table 
I, (p. 29) are based on current values 
of agricultural capital and on relatively 
high valuations during the war. They 
are therefore lower than they would be 
if based on prewar valuations. If 
these earnings were computed on val- 
uations adjusted to 1910—14 farm prop- 
erty values, the highest average re- 
turn during the war period would not 
exceed 17.5 per cent. Even on this ” 
prewar basis the rates earned on 
agricultural capital do not appear 
high in comparison with the profits 
secured during the war by many other 
industries operating on a “cost plus” 
basis. 

In comparing these returns on agri- 
cultural property with the rates of re- 
turn earned in other industries two 
additional facts need to be borne in 
mind. The returns on agricultural 
property include the rewards for both 
capital and the managerial services 
contributed by the farmers. On the 
other hand, they represent returns in 





ha 


INCOME FROM AGRICULTURAL PRODUCTION 


29 


TABLE I—Rartes or EARNINGS on ALL AGRICULTURAL CAPITAL AND MANAGEMENT, 1909-1928 





Net Income 
Calendar Year San oe z Gross Available for 
J ae y Incomet Capital and 
anung Management 
1,000,000 1,000,000 1,000,000 Per Cent 
Dollass Dollars Dollars 

1999. 40,0598 5,005 1,427 8.6 
1910 41,400 6,112 2,461 5.9 
1911 42,225 5,772 1,928 4.64 
Ww. .. wk, 42,917 5,791 1,759 4.1 
1918 45,227 6,336 2,261 5.0 
1914...... 48,619 8,507 2,469 5.8 
1915..... 48,199 6,822 2,757 5.7 
1916 52,687 7,800 8,818 6.3 
1917... .. 57,110 10,505 4,853 8.5 
1918 64,122 18,718 6,882 10 7 
1919.. 71,848 16,111 8,021 11.2 
1920. 78,707 11,1538 1,980 2.5 
Crop year$ 

1919-20... 79,607 15,880 4,954 6.2 
1920—21.. 78,872 12,782 438 0.8 
1921—22 63,664 9,552 865 1.4 
1922-23. . 61,594 10,592 1,916 8.1 
1923-24 2 ww a we es 59,409 11,487 1,868 8.1 


* Includes allowance of 1 per cent of inventory for cash working capital. 
t 1909-20, Dr. W. I. King’s estimates of income from agricultural production before deducting 


operating costs. Income in U. S., II, p. 55. 


{ 1909-20, Dr. W. I. King’s estimates of total returns to all farm property owners reduced by a 
wage allowance for the estimated number of farmers. 
§ U. S. Dept. of Agriculture, Crops and Markets Supp., August, 1924. 


addition to the house rent furnished by 
the industry to the farm operators.? 


4 The data in Tables I and IL for the calendar 
years 1909-20 are taken from Income in the U.S., 
I, Natl Bureau of Economic Research, and for 
the past five crop years irom Crops and Markets 
Supplement, Aug., 1924, U. 5. Dept. of Agricul- 
ture. The two studies followed in general the 
same procedure. Income values are based on the 
value of production less feed and seed require- 
ments. The values of the Department of Agri- 
culture are based on prices received by farmers 
during the marketing season, weighted by the 
portions marketed each month. Other differ- 
ences appear in the number of items included in 
business expenses. The study of the Depart- 
ment of Agriculture included property taxes as 
an operating cost. On the other hand, the Na- 
tional Bureau of Economic Research included 
interest paid on bank credit, which in the former 
study was handled as one of the returns on bor- 
rowed capital. In the aggregate results, the 


The rates of earnings shown here on 
all farm capital are subject to other 
important limitations. In the first 
place, they show merely average con- 
ditions from year to year for an indus- 
try of more than six million independ- 
ent farm enterprises and take no 
account of the fact that some farmers 
or branches of the industry at any 
given time were in a better or worse 
position than the average. Secondly, 
the rates in Table I relate to all agri- 
cultural capital irrespective of owner- 
ship. Prosperity and depression do not 


differences do not appear large, as indicated by 
the fact that an average for the two calendar 
years 1919 and 1920 gives approximately the re- 
sult obtained for the crop year 1919-20 by the 
Department of Agriculture. 
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affect all owners of farm property to the 
same degree. Income on capital in- 
vested in farm mortgages, or in farms 
rented out on a share or cash basis to 
farm operators, is fa.rly constant and 
certain compared with the fluctuations 
in the earnings on the farmer’s own 
capital. It is therefore highly impor- 
tant to observe how agricultural condi- 
tions of the past five years affected the 
earnings of the farm operator’s own 
capital as distinguisaed from that of 
non-operators. 


Income Rates EARNED BY Farm 
OPERATORS 


In its study of income from agricul- 
tural production for 1919-24 the De- 
partment of Agriculzure distinguished 
between the share of income retained 
by farm operators and that paid to 
non-operators. Among operators it 
included all farmers, tenant as well as 
owner-operators, ani among non-op- 
erators it included ell owners of agri- 
cultural property not actively engaged 
in farming. 

In order to obtain the portion of the 
total income applicable to the farmer’s 
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own capital investment in agriculture, 
the study divides all agricultural prop- 
erty into three groups: (1) capital 
owned by operators, (2) capital rented 
from non-operators, and (8) operator- 
owned property encumbered by mort- 
gage and other indebtedness. Item 1, 
the current value of the operator’s net 
capital investment in agriculture, is 
obtained by deducting items 2 and 8 
from the estimated current value of all 
agricultural capital. This distribution 
indicates that of the total farm prop- 
erty in 1920, valued at 79.6 billion 
dollars, operators owned 48.5 billion, 
or 61 per cent. In 1924, the total 
capital investment was valued at 58.4 
billion, of which operators owned 33.4 
billion, or 56 per cent. The rates 
earned on all capital and the rates re- 
ceived by the various owners are 
shown in Table Il. 

It is immediately obvious that the 
rates paid on mortgage and other in- 
debtedness, and on rented farms,’ are 
relatively constant. A large portion of 
farm indebtedness is in the nature of 
long time obligations and necessarily 
forms a prior claim on income. In 


TABLE U—Rares or Return EARNED on Aut Caprran AND Rates RECEIVED BY THs VARIOUS 
OWNERS or CAPITAL 





* After paying all operating expenses, including taxes, and allowing a wage to operators. 
. + Estimates of the Div.sion of Land Economics. 


x 


t After paying all operating expenses, including taxes, and allowing wages to operators. Operators’ “ 
net investment in agriculture is property actually owned, excluding that which is rented from non- 
farmers and that which is encumbered by indebtedness, 
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1919-20, net income available for cap- 
ital (for estimated amounts see Table 
I, p. 29) was somewhat over 6 per cent 
in addition to a wage allowance for the 
operator’s labor. In the following 
year capital earnings represented a 
return of less than 1 per cent on the en- 
tire investment but not sufficient to 
pay interest on indebtedness and rent 
on rented farms. If these obligat:ons 
were met, the actual operators must 
have drawn on their cash and credit 
reserves or received less than the hired- 
hand wage allowed them for their labor. 
Practically the same conditions existed 
in 1921-22. In the past two years, 
however, in addition to a labor wage 
allowance for the farm operator and 
payment of more than 6 per cent on 
borrowed capital, income from agri- 
culture was sufficient to allow a 1.5 per 
cent return on the operator’s cwn 
capital. 

The losses sustained in capital earn- 
ings in 1920-21 and 1921-22, and the 
low inadequate rates during the past 
two years, were not the only losses 
sustained by agriculture. It has been 
pointed out that agricultural inventory 
values declined from 79.6 billion dollars 
in 1920 to 59.4 billion in 1924, In cal- 
culating the vearly income from agri- 
cultural production these losses on 
inventory were not included. For the 
most part they represent merely paper 
losses, but in many cases they represent 
actual losses, particularly to those 
farmers who bought at high values and 


„were forced to sell out during the de- 


pression at deflated values. 


Tae Farmer’s REWARD 


The preceding comparisons dealt en- 
tirely with the returns on agricultural 
capital, the returns being obtained 3y 
deducting from gross income all operst- 
ing costs and a wage allowance for the 
physical labor contributed by the farm 
operator. We may now indicate tae 
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rewards for the farmer’s labor, risx and 
management, by deducting from in- 
come a current interest return on cap- 
ital. The baiance distributed over the 
estimated number of farm operators 
represents the individual farmer's re- 
ward. ‘The results appear in Table ITT. 

In Dr. King’s estimates for 1909- 
1920 all capital was allowed a return of 
5 per cent for all years except 1919 and 
1920, when the rate was changed to 5.5 
per cent and 6.5 per cent respectively. 
In the calculations of the Department 


_ of Agriculture for 1919-24, borrowed 


capital (mortgaged and rented) was 
allowed a rate of return ranging be- 
tween 6 and 7 per cent, and the farmer’s 
own capital a rate of approximately 4.5 
per cent. It is evident that the two 
studies give comparable results though 
differing somewhat in methods used. 
The average of Dr. King’s estimates of 
reward per farmer for 1919 and 1920 is 
$965, which compares with $932, the 
crop year average for 1919-20. 

The rapid rise in reward for the 
farmer’s labor and management from 
1915 to 1919 is obviously due in large 
part to the uniform rate of 5 per cent 
allowed on capital. If agricultural 
capital were allowed the profitable rates 
earned by other industries during the 
war, the rewards for the farmer’s labor 
would appear considerably less. 

During the five years before the war, 
the average farm family earned $396. 
In 1918 and 1919 this amount increased 
to more than $1,200 but declined dur- 
ing the depression of 1921-22 to $292, 
this being the lowest return during the 
past 15 years. Since then it has ex- 
ceeded the prewar average of $393 in 
both years, 1922-23 and 1923-24. 

The real value of the returns for the 
farmer’s physical effort and managerial 
services has been surprisingly low. 
The highest earnings during the war, 
$1,466, had a value of only $737 in 
exchange for non-agricultural commad- 
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TABLE Ul—Aversce Earnings or Farmers ror Lasorn, Risk ann MANAGEMENT COMPARED 
with FarmM-Hanp Waars, 1900-1923 


Reward per | Wages, With- 


Operator out Board, 
(including per Year 
Calendar Xesto: amity.” + Paid to Hired 
Labor)* Farm Labor 
Dollars Dollars 
1909...... 311 829 
1910...... 462 830 
1911...... 892 345 
1912...... 372 355 
1918...... 454 364 
1914...... 459 359 
1915...... 495 362 
1916.... 586 394 
1917...... 903 485 
1918. 1,278 586 
1919... .. 1,466 675 
1920.. ... 465 779 
Crop year 
1919-20.. 932 675 
1920-21.. 399 779 
1921-22 292 520 
1922-23..... 454 501 
1923-24.. 520 583 





Real Value (if Exchanged 
for Non-Agricultural 
Commodities) of — 


Index of Prices of 


Reward per bee tee 
Operator Farm Labort 
Dollars Dollars 
453 324 
408 859 
$72 355 
427 350 
473 370 
490 358 
425 286 
496 266 
680 $12 
737 339 
193 823 
412 299 
187 366 
184 327 
256 288 
818 339 


* Income available per operator after deducting operating costs and allowing interest on capital. 
Calendar years 1909—20, estimates of Dr. W. I. King, Income in the U. S., IL (p. 68); crop years 
1919-20 to and including 1923-24, estimates of the Department of Agriculture. 


f Bureau of Labor Statistics. 1910-1914 = 100. 


t It is recognized that this method of evaluating farm wages does not take into account the fact 
that the farm laborer’s budget is somewhat different from that of the farm operator. 


ities. During the depression the buy- 
ing value of the farmer’s earnings 
dropped to less than $190, and by the 
end of the 1928-24 season was still 
considerably below the real prewar 
earnings. ‘The average reward of $520 
per farm family in the past year, if 
exchanged for non-agricultural com- 
modities, could buy only as much as 
$314 did before the war. Compared 
with prewar earnings of 8396, the pur- 
chasing power of the average farmer’s 
income for 1923-24 represented 79 per 
cent of its prewar purchasing power. 
The additional comparison in Table 
TI between the farmer’s reward and 


wages paid to hired labor further em- 
phasizes the inadequacy of agricul- 
tural income, particularly during the 
past four years. During the ten years 
from 1910 to 1919 the rewards per 
farm family exceeded the yearly wages 
paid to farm laborers. Since 1920-21 
the average farmer could have ob- 
tained a larger income if he had hired 
himself out as a farm band. 


DISTRIBUTION OF OPERATOR'S 
Gross INCOME 


The fact that agriculture since the , 


price decline in 1919-20 has not earned 
sufficient income to allow both a cur- 


» 
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rent interest return on capital invest- 
‘ment and an adequate reward for the 
farmer’s labor and management has, of 
course, a direct bearing on the welfare 


point of view of the farm, operator. 
The average farmer pays for hired 
labor, buys products of other industries 
with which to operate his business, 


pays taxes on his own property, rent on 
borrowed property and interest on 
debts. The remainder, which con- 
stitutes his net income, may be either 
in the form of cash or products raised 
for the farm family. Jn 1919 the aver- 


of the average farm operator. Takle 
IV has been constructed to show the 
relationship of agricultural income and 
its distribution to the farmer’s welfare. 

Gross income from agricultural pro- 
duction is here distributed from the 


TABLE IV.—DISTRIBUTION or OPERATORS Gross Incomm FROM ÅGRICULTURAL PRODUCTION, 
1919-1924 















1919-20 | 1920-21 | 1921-22 


SSN | NE | Hn | NN | a a a 


1,009,000 | 1,000,000 | 1,000,000 | 1,000,000 | 1,000,000 








Dolars Dollars Dollars Dollars 
Gross income .......- sesso casero 15,830 12,782 9,552 11,467 
Distribution: 
Wages to hired labor. . ... ..... 1,492 1,730 1,103 1,208 
Paid for products and services of 

other industries, repairs and main- 

tenance of buildings and equip- 

WONG oe hace, Rea 4b eee 8,018 
Taxes on operator-owned investmen 617 
Rent on property rented from non 

operatorB........ : 989 
Interest on mortgage and other in- 

debtedness beld by non-operators. 148 
Consumed on farms for family living. 3,048 
Net cash income available for living 

expenses and other distribution... 1,839 

DISTRIBUTION IN Per Cent or Gross Income 
$ | Per Cent | Per Cent | Per Cent | Per Cent | Per Cent 
Gross mcome.........000 . «oes. 100 100 100 100 100 
Distribution: 
Wages to hired labor. .... . .....- 9.4 10.1 10,5 
Paid for products and services of 

other mdustries, repairs and main- 

tenance of buildings and equip- 

PUGO os. Satie a tee Si ard phi oy Sones 21.4 25 5 26.8 
Taxes on operator-owned investment 2.4 5.8 5.4 
Rent on property rented from non- 

ODETATIFS i a issaweowes: aisles 1D 8 9.4 8.6 
Interest on mortgage and other in- 

debtedness held by.non-operators. 4.5 7.1 6.5 
Consumed on ferms for family living 21.6 25 § 26.6 

« Net cask income available for living 
expenses and other distribution. .. 29.9 16.6 16.1 
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age farmer, after meeting the above 
necessary costs, had a net income con- 
sisting of 21.6 per cent of total income 
in the form of products for family 
living, and 29.9 per cent in cash, avail- 
able for the purchase of those things 
which affect his standard of living. 
In the two severest years of the depres- 
sion, when gross income dropped from 
15,830 million to 9,552 million dollars, 
the available cash income amounted to 
only 10 per cent of the total. In other 
words, the farmer not only had fewer 
dollars to spend but he could spend 
only 10 per cent of each dollar for 
clothing, groceries, furniture, education 
and other items that contribute to the 
maintenance of a proper standard of 
living. Since the low point reached in 
1921-22, there has been an improve- 
ment in farmer’s income. In the past 
two years larger portions of the opera- 
tor’s income were available for family 
use and for living expenses. 

The above distribution of the farm- 


er’s gross income forms a brief sum- 
mary of the effect of the post-war de- 
pression on agriculture. As in other 
industries, the primary effect of de- 
clining prices was a maladjustment in 
the relation of costs of operation and 
income. It will be observed that the 
major expense items—labor, necessary 
purchases from other industries, taxes 
and interest—actually increased in 
1920-21, when income had already 
declined. In that and the following 
year costs of operation absorbed greater 
portions of enormously decreased in- 
come. ‘The slow improvement in the 
past two years has given the average 
farmer a larger share of his income for 
family living and for purchases toward 
the maintenance of his standard of 
living. In the present period of actual 
and prospective improvement it is to be 
expected that costs of operation will 
lag behind and enable the average farm 
operator to regain some of the losses of 
the past few years. 


> Interest and Taxes in Relation to Ferm Income 


By L. M. Graves 
Secretary, Howard-Ifoorhouse, Inc. 


GRICULTURE is a heavily capi- 
talized industry with a low sales 
turnover and a high ratio of fixed 
charges to gross receipts, including 
under fixed charges, contractual inter- 
est and direct taxes. With rising land 
values and increasing commercializa- 
tion of agricultural production, too; 
indebtedness and interest charges rise 
rapidly; and the increase in taxation 
during the past generation under our 
system of general property taxes has 
borne at least as heavily on farmers as 
on other classes of the population. 

In view of these facts the payments 
on interest and tax account appear as 
a very important factor in the farmer’s 
economic position. The heavy capi- 
talization and low turnover of agri- 
culture mean a relatively narrow 
margin of gross income over fixed 
charges; and any variation in the 
amount either of mcome or charges 
influences in very marked degree the 
amount left to the farmer to pay 
operating costs and living expenses. 

The burden of fixed charges on 
agricultural income presents two 
phases: first, the secular trend—.e., 
the long time tendency of the propor- 
tion of income absorbed by the charges 
to rise or fall; and second, the effect of 
periods of inflation and speculation, 
such as that from 1916 to 1920, upon 
the fixed charge ratio. 

The long time trend of the fixed 
charge ratio is of great significance in 
determining the permanent status and 
development of agriculture. In this 
connection farm mortgage indebted- 
ness must be taken as typical of the 
group, as the only data available over 
any considerable period are those of 


the Census Bureau relating to farm 
mortgages. The rather fragmentary 
evidence on this point indicates clearly 
that the burden of mortgage interest 
charges tended to decline rather than 
increase over the thirty year period 
from 1890 to 192). 

‘The proportion of owner-operated 
farms encumbered with mortgages, it is 
true, increased between 1890 and 1920 
—being 27.8 per cent in the former 
vear, 87.2 per cent in the latter. The 
Increase was steady from decade to 
decade. The amount of the debt as 
compared to the value of the property 
mortgaged, however, declined from 
35.5 per cent in 1890 to 27.3 per cent 
in 1910, rising in the next decade to 
29.1 per cent. Thus in spite of the 
increase during the boom period pre- 
ceding 1920 the cwner-operator equity 
was propcertionazely greater at that 
date than thirty years earlier. If 
mortages on rental farms be allowed 
for, the total indebtedness increased 
at practically the same rate as the 
value of land and buildings. 


MORTGAGE INDEBTEDNESS 


A comparison of mortgage interest 
charges with farm income also shows 
a declining inter2st burden. Interest 
payments on all farm mortgages— 
including both owner-operated and 
rented farms—between 1890 and 1910 
increased about 100 per cent, while farm 
income rose 105 per cent. By 1920 the 
interest payments had risen to 470 per 
cent of the 1890 base, farm income to 
520 per cent. Tais was at the peak of 
farm prosperity. Taking the average 
of the three years, 1918 to 1921, how- 
ever, there still is shown a favorable 
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ratio of increase. Interest payments 
for these years averaged about 460 
per cent of 1890, income 475 per cent. 

From 1890 to 1910, then, there was a 
marked decline in mortgage indebted- 
ness compared to farm property and 
income. From 1910 to 1920 there was 
some increase, but at the end of the 
period the burden on owner-operators 
was lighter than in 1890, and the total 
burden on all farm property was at 
most no higher. During the subse- 
quent depression this burden was 
greatly increased and is now much 
heavier than in 1390. Whether this 
marks a reversal of trend since 1910 
with a rising ratio of interest charges 
to income it is yet {oo early to say, but 
it appears likely that the reversal is 
temporary due chiefly to the war-time 
inflation and subsequent depression. 
The implication o7 such facts as are 
available is that the fixed charges, at 
least, show no tendency toward a 
permanently growing encroachment on 
farm income whica, if it took place, 
would mean a decr2asing owner equity 
and growth of absentee landlordism. 
Apparently agricultural expansion, in 
the long run, is keing financed from 
within the industry. 

Whatever the Ing time movement 
may prove to be, it is manifest that the 
immediate situation growing out of 
the recent crisis is of much more com- 
pelling importance. On this period a 
little more information is available 
than for the long time movements. In 
addition to the census reports of 1910 
and 1920 on the mcrtgage indebtedness 
of owner-operated farms, estimates of 
the total farm mo-tgage indebtedness 
for the year 1920 have been published 
by the Bureau cf the Census and 
the Department of Agriculture. The 
amount of persone] and collateral in- 
debtedness of farmers for July 1, 1918, 
and December 31, 1920, was reported 
by the Joint Commission of Agricul- 


tural Inquiry. Some estimates of in, 
terest rates paid by farmers have been 
published by the Department of Agri- 
culture. On taxation the National 
Industrial Conference Board has com- 
piled figures showing taxes paid by 
farmers in 1918, 1919, 1921 and 1922. 
The writer has estimated these various 
items for other years from 1909 to 
1924, taking into account changes in 
land values and farmers’ cash income. 

The results of these computations 
are presented in the accompanying 
table and chart, showing the move- 
ments of the various items of fixed 
charges as compared to the gross in- 
come from sales of farm products. No 
great accuracy can be claimed for the 
figures on either interest charges or 
taxes in particular years, but it is be- 
lieved that tendencies are truthfully 
portrayed. 

The general fact brought out by this 
study is that income and fixed charges 
with some fluctuations tended to run 
parallel from 1910 to 1920, after which 
income slumped in a very marked de- 
gree until 1921 while the charges con- 
tinued to rise. Since that date taxes 
and interest have become practically 
stabilized at close to $1,700,000,000, 
while cash income has increased from 
about seven and a half billion to nearly 
ten billion dollars. The burden of the 
fixed charges while considerably less 
than in 1921 is still much greater than 
in the prewar period. 

The total estimated charges for in- 
terest and taxes in 1909-10 were 520 
million dollars. Ten years later in 
1919-20 they had risen to 1,865 million 
dollars, an increase of 163 per cent. 
Farm income in the same period in- 
creased 154 per cent. Thus fixed 
charges encroached slightly on cash 
income. ‘The rate of increase in taxes 
was greater than for the total group of 
fixed charges and in bank interest it 
was probably still more rapid. The 
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Esrmratep Inrmrest Paywenrs, Taxes anD Caso Incomm or FARMERS 1900-24 




















(In Millions of Dollars) 

In- 
Fiscal Year terest 
Rate 

1909-10... 70 7.0 
1910-11.. 7.0 7.0 
1911-12... 7 0 7.0 
1912-18. wee 7.0 70 
1918-14.. 7.0 70 
1914-15 .... 7.0 70 
1915-16 .. 7.0 6.5 
1916-17 .. . 67 6.8 
1917-18...... 6.7 67 
1918-19 6.7 67 
1919-20..... 6.7 67 
1920-21 6.7 7.0 
1921-22.. 6.7" 7.0 
1922-28..... 6.7 7.0 
1923-24 . 6.7 6.8 
1924-25 . 6.7 8.5 








Farmers’ Cash Income and Fixed Charges ` 1909-1924 


IN MILLIONS OF DOLLARS 


eas cen ea IE AS 


pa 





Notre.—Data are for crop years beginning July 1; thus the amounts shown for 1924 are estimated 
income, taxes and interest for the current year July 1, 1924, to June 30, 1925. The gross cash in- 
come line represents farmers’ receipts from products actually sold, eliminating those fed to livestock 
or consumed by the farm family. Figures are plotted on logarithmic scale to bring out ratio hetween 


the charges and cash income. 


mortgage interest charge showed the 
least relative increase, rising only 135 
per cent. 

The amount of farm mortgage in- 
debtedness on owner-operated farms 
was reported by the Census Bureau 
on January 1, 1920, as approximately 


four billion dollars. The total farm 
mortgage debt was subsequently es- 
timated by the Bureau as 7,858 million 
dollars for the same date. The re- 
ported indebtedness on owner-operated 
farms in 1910 was 1,726 million dollars. 
Estimating for other farms on the same 
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basis as above the total mortgage in- 
debtedness in 1910 must have been 
about 3,200 million. Very little is 
available on the rate of interest paid on 
mortgage loans, but the rate on total 
indebtedness in 1919-£0 has been es- 
timated by the United States Depart- 
ment of Agriculture at 6.7 per cent. 
Taking this figure and estimating the 
rate in 1910 to have been 7 per cent, 
the mortgage interest charge in 1909-10 
amounted to 224 million dollars and in 
1919-20 to 527 million. 
Personal and collateral loans of 
farmers at the banks vere reported to 
the Joint Commission of Agricultural 
Inquiry for July 1, 1918, as two and 
one half billion dollars and on Decem- 
ber $1, 1920, 3,870 million dollars. 
Assuming that the amount of short 
time loans ordinarily b2ars some fairly 
stable ratio to gross sa.es and that the 
ratio in 1918 was probably more nearly 
normal than at the end of 1920, the 
amount of such persoral indebtedness 
has been estimated for previous years 
back to 1909. On this basis the in- 
debtedness for the year 1909-10 is 
placed at one billion dollars and the 
interest charge 70 million. The in- 
debtedness in 1919-20 was apparently 
about three and on2-fourth billion 
dollars and the interest charge around 
220 million. A year later the interest 
charge had risen to 27) million dollars 
and the increase probably continued 
on into 1921, being estimated at that 
time as 280 million, o> four times the 
amount paid in 1909-10. These es- 
timates, it should be noted, do not 
include personal indebtedness other 
than that owing, to kanks. Farmers 
at all times have considerable other 
personal obligations ta individuals and 
retail dealers, a part of which bears 
interest and part of which at least 
nominally does not. So far as the 
writer is aware, no cefinite informa- 
tion on the amount of these debts has 


ever been published and they are here 
ignored, although the total doubtless 
runs to very large figures. 

The increase in taxes has been no 
less marked than that of interest 
charges. The National Industrial Con- 
ference Board’s report on “Tax Bur- 
dens and Exemptions” places the 
amount of direct taxes paid by farmers 
in 1918 at 315 million dollars, in 1919, 
621 million, and in 1921 and 1922, 872 
million and 861 million respectively. 
Prorating for other years we may figure 
about 225 million in 1909-10, which 
indicates an increase of more than 285 
per cent between 1909 and 1921. 


FACTORS IN AGRICULTURLA 
DEPRESSION 


These greatly increased payments 
for taxes and interest have been one of 
the chief factors of the agricultural de- 
pression since 1920. According to a 
publication of the Department of 
Agriculture, more than 8 per cent 
of the owner farmers in fifteen corn 
and wheat producing states lost their 
farms between 1920 and the spring of 
1928. In addition it was reported that 
over 15 per cent of the farmers in this 
section were temporarily insolvent but 
held on through the leniency of credi- 
tors. Of the tenant farmers in the same 
section 14 per cent lost their property 
in the same period, and another 21 per 
cent were actually insolvent though 
not forced by creditors to liquidate. 
In all it appears that 10 per cent of the 
farmers in this territory lost their 
property through inability to meet in- 
terest charges, and more than half 
again as many were actually insolvent 
but allowed to retain possession. 

A survey of the situation in the 
northwestern grain section by Mr. 
John H. Rich, reserve agent of the 
Federal Reserve Bank at Minneapolis, 
disclosed that in that area stretching 
from Montana to northern Michigan 
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7.2 per cent of the farmers were vank- 
rupt, while a considerable number of 
others had abandoned their land. The 
percentage of failures varied greatly 
in different parts of the area, ranging 
from 2.8 per cent in northern Michigan 
to 17.7 per cent in Montana. The 
figure for North Dakota was 10.5 per 
cent, South Dakota 7.3, Minnesota 3.7, 
northwestern Wisconsin 8 per cent. 
The newer sections, where unsuitable 
land was opened up under the stimulus 
of war-time wheat prices and where 
the one crop system predominates, 
suffered much more intensely than 
the older and more diversified re- 
gions. 

This central and northwestern sec- 
tion saw the heaviest accumulation of 
debt and underwent the most drastic 
deflation in the post-war depression. 
In the eastern and southern portions 
of the country much less distress is to 
be noted. The extent of losses in chose 
sections can only be guessed at, Fut ic 
is probable that we may place the total 
number of farms actually lost wich or 
without formal foreclosure at about 
175,000 to 200,000 or 4 to 5 per cent of 
the owner-operated farms in the United 
States. 

An interesting sidelight on the 
causes of failure is given in the Depart- 
ment of Agriculture’s publication above 
mentioned. It is there stated that of 
the 230,000 farmers suffering loss of 
property, 43,000 owners lost their farms 
as a result of purchasing land during 
the boom period, and 11,000 exneri- 
enced loss as a result of unwise invest- 
ments outside the farming field. When 
reduced to percentages it appears that 
only 2.7 per cent of the farm ownezs in 
these fifteen states failed as a result of 
land speculation and only one-haf of 
one per cent of all farmers were bank- 
rupted by other speculative invest- 
ments. These figures do not seer to 
indicate that farmers lost more heavily 


through speculation than did men _n 
other lines of business. 

The question of the movement of 
interest and tax charges since 1920 -o 
1922, which are the most recent years 
covered by actual investigations, is 
almost entirely a matter of speculation. 
In the case of mortgage indebtedness 
it may readily be assumed that there 
has been little new borrowing as there 
have been practically no transfers of 
farm lands and very little has’ been 
done in the way of improvements, for 
which purposes mortgages are ordi- 
narily assumed. Some of the floatirg 
indebtedness has been funded; but, cn 
the other hand, some mortgages have 
been cancelled as a result of foreclosure 
or voluntary surrender of property. 
From 1920 to 1921 no doubt some in- 
crease can be allowed for the mortgag- 
ing of unencumbered property to se- 
cure current funds. Since that time 
perhaps a half billion dollars have been 
written off through liquidations. To 
offset this one half to three quarters of 
a billion may be allowed for new loars 
to fund personal obligations. New 
loans for other purposes might be ex- 
pected to exceed somewhat repayments 
of old loans. Taking these various ani 
variable factors into account we are 
inclined to place the total mortgage in- 
debtedness at eight and one-half billion 
dollars, or about half a billion more 
than in 1921. This figure is consider- 
ably lower than other current estimates. 


RETURN to NORMALCY 


As regards personal indebtedness, it 
seems most probable that the total 
has been somewhat reduced since 1920 
and 1921. The latter year probably 
saw the peak in this item, at which 
time we estimate the amount to have 
been four billion dollars. In the lasz 
three years, in addition to an esti- 
mated half billion of this araount 
funded, we estimate that another quar- 
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ter billion has been repaid out of earn- 
ings or written off. In the western 
cattle country advices indicate that in- 
debtedness has been reduced, especially 
in the Dakotas; and *t is well known 
that debts in the hard wheat section 
from Oklahoma to tae Dakotas are 
being liquidated out of returns from 
the 1924 crop. Farmers’ taxes prob- 
ably have not been reduced since 
1921. 

The burden of fixed charges in the 
past four years, according to figures of 
the Department of Agriculture, has at 
times exceeded the net returns from 
agricultural operations after costs of 
production were allowed for. But this 
burden has decreased each year since 
1921.': This has been due to increasing 
income rather than decreasing fixed 
charges. The total fixed charges, in 
fact, have remained practically con- 
stant between 1,650 and 1,700 million 


dollars. Whether this burden con- 
tinues to decrease during the next few 
years will depend rather on income 
than on any changes in the amount of 
the fixed charges. The latter appear to 
have become pretty well stabilized at 
present levels. During the several en- 
suing years we may look for some in- 
crease in farm mortgages as a market 
for farm real estate once more appears. 
Personal indebtedness of farmers will 
probably decline somewhat further as 
it appears still to be above the normal 
proportion to turnover. Taxes will 
probably remain about constant or pos- 
sibly decline slightly. The bonded in- 
debtedness of counties and local munici- 
pal corporations for school buildings 
and other public construction has 
ceased its rapid expansion. Salaries of 
teachers and public officials have been 
reduced in some cases, and more of a 
spirit of economy has been enforced. 





Taxes in Relation to Earnings of Farm Real Estate 


By C. O. BRANNEN 
Associate Agricultural Economist, U. S. Department of Agriculture 


HE effect of taxation on industry 

has been the subject of muck dis- 
cussion (in recent years. The first 
question usually raised is, what part of 
the profits, rents or interest—that is, 
the returns from invested capitel—is 
required to pay the tax? This is the 
point of view naturally adopted by the 
man of considerable wealth, where the 
effect of taxation is measured largely by 
the extent to which it cuts away the 
earnings of invested capital. Every 
business man thinks in terms of expand- 
ing his business, and the tax he pays 
retards his expansion to that extent. 
The matter of primary concern to him, 
therefore, is the extent to which taxa- 
tion reduces his wealth or the earnings 
of his wealth. There is a tendency 
thus to view taxation from the stand- 
point of its effect on business. The 
direct proof of this tendency is found in 
the abundance of statistical data that is 
being collected by business concerns to 
show the relationship of taxatian to 
property incomes. One reason for this 
awakened interest is the fact that so 
much larger part of property earnings is 
taken in taxes at present than in former 
years. Another reason perhaps ia the 
recent movement in state taxation to 
levy specific taxes on a variety of classes 
of property and incomes. 

Capacity to absorb the tax, which is 
essentially what this view of taxation 
means, is based on the idea expressed 
by Professor Hobson when he says that 


such parts of the revenue of anyone es are 
physically or morally necessary to evoke 
and maintain the output of productive 
power which serves to create this revenue, 
should be excluded from the purview of this 
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test as possessing no ability to bear taxa- 
tion.! 


If we apply this theory to a given 
investment in which capital is em- 
ployed for productive purposes, we 
have the application of the same prin- 
ciple, but in a narrower sense. In this 
sense the returns from an investment 
would be expected to absorb nct only 
the operating costs and taxes, but also 
to allow over and above these costs a 
return satisfactory to the investor. 
Otherwise, either the capital will be 
withdrawn and placed elsewhere, or the 
tax will be borne at the expense of the 
healthy growth and development of the 
enterprise. It is in this sense that 
taxes in relation to farm real estate 
earnings might be considered excessive. 


Tax SITUATION 


The U. S. Department of Agriculture 
has made a series of investigations to 
ascertain the relation of taxes to real 
estate earnings. For the sake of 
brevity the results of these investi- 
gations will be summarized for the 
North Central States. In most of the 
studies made by the Department cash 
rent was'used as a measure of real 
estate earnings. Cash rent is con- 
sidered representative of earnings where 
a large percentage of the land is 
operated under the cash rent system. 
In five of ten counties studied for 
1919, taxes absorbed 22 per cent or 
more of the net cash rent of farms. 
The tax expressed in percentage of net 
rent, before deducting taxes, is shown 


1 Taxation in the New State, Preface, p VI. 
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` for these counties in the following 
table: ? 

The percentage of farm rents taken 

in taxes in other regions of the country 
was found to vary from 6 to 66 per 
cent, although there was more un- 
certainty in arriving at the net rent 
for comparison with the-tax in other 
areas. 
While the situation as expressed in 
these figures was by no means en- 
couraging in 1919, every evidence 
indicates that it has grown worse since 
that time. Taxes have not only in- 
creased, but rents have been reduced. 
In Indiana the tax on farm real estate 
of 109 farms, expressed in percentage 
of net rent, increased from 12 7 per 
cent in 1919 to 45.1 per cent in 
1929.3 

A similar historical trend is found for 
selected farms in the northwestern 
counties of Missouri and in the state of 
Ohio. The results of studies made in 
these areas are shown in the following 
table: 4 


2 Press release by the U. S. Department of 
Agriculture, July 18, 1924. 


Franklin, Ohio 22.4 
Tipton, Indiana 15.0 
Macoupin, Ilinois. 18.2 
Lenawee, Michigan 38.0 
Dane, Wisconsin.. . . 29,6 
McLeod, Minnesota. 24.4 
Moody, South Dakota . 16.2 
Story, Jowa .. . . 18.8 
Wayne, Nebraska . 11.7 
Butler, Kansas.. . 23.7 


? Press Release of the U. S. Department of 
Agriculture, March 25, 1924. 

4 Unpublished statistics collected by the U. S. 
Department of Agriculture. The tax in these 
studies was taken from official records. The net 
rent was found by deducting from gross rent the 
costs incident to depreciation, repairs and in- 
surance of farm buildings. By this method the 
total deduction may be more than is warranted 
when the value of farm buildings is in excess of 
normal farm requirements, that is, when the 
farm is over-improved. The amount of net earn- 
ings obtained in such cases may be slightly lower 
or higher according to the effect of this factor. 
This inaccuracy is cared for, in part at least, by 


While rent in these studies was used 
as a measure of land earnings, another 
study of the Department shows the 


‘relation of taxes to farm property 


incomes, mainly from real estate, for 
2,669 owner-operated farms in the 
North Central States. The average 
return assigned to farm property of 
these farms for 1922, after allowing 
current wages to unpaid labor, was 
$562, while the tax paid per farm was 
$211, or 27 per cent of property earn- 
ings. By the same method Professor 
Warren shows from other investiga 

tions that on farms in Ohio, Indiana 
and Wisconsin taxes of net business re- 
ceipts rose from 9.8 per cent in 1913 to 
33 per cent in 1921.° Information 
obtained from other sections of the 
country indicates that excessive farm 
taxation is by no means confined to the 
North Central States. In 1919 in 
Delaware and Niagara counties, New 
York, the tax absorbed 31 per cent of 
the rent; in Payne County, Oklahoma, 
29 per cent; in Delta County, Colorado, 
24 per cent; in Ada County, Idaho, 28 
per cent; in Washington County, Ore- 
gon, 38 per cent. Certainly, no more 
convincing facts are needed to prove 
that farms are excessively taxed, not 
only in relation to income, but also in 
comparison with other industries. 


Derects In Tax SYSTEM 


There must be fundamental defects 
in our system of taxation to explain 





making no allowance for any other costs incurred 
by the landowner. 


Year Indiana = Mltssquri Okio 
1919. 12 7 10 1 30 8 
1928. 23 1 11 7 38 3 
1921. 39 1 19 2 89.6 
19¢2.... «, 45.1 18 6 44.9 


ë Rearranged from “Returns from Farming 
on 6,094 Farms,” Preliminary report by the U. 
S Department of Agriculture, June, 1928. 

s“The Agricultural Depression,” by G. F. 
Warrer, Quarterly Journal of Economies, Feb- 
ruary, 1924, 
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conditions as revealed in these in- 
vestigations. What are these defects? 
Some will say, perhaps, that the diffi- 
culty is temporary, and, if left to the 
operation of economic law, will rizht 
itself in time. This is doubtful. ‘The 
major difficulty is inherent in the 
system of state and local taxation, 
built up as it ig around the general 
property tax system. 

There are several ways in which this 
system operates to the disadvantage of 
farm real estate. One of these, if not 
the leading one, is the use of capital 
value by state and local governments as 
the basis of farm real estate taxazion. 
Market or sale value as the standard of 
real estate assessment has become so 
thoroughly intrenched, both in our 
system of land assessment and in the 
minds of taxpayers generally, that any 
proposal to the contrary is apt to be 
regarded as revolutionary. A statis- 
tical illustration, however, will show 
the flimsy foundation upon which the 
tax based on sale value rests. 

Market or sale value, it is generally 
held, results from the capitalization 
of present and prospective incomes. 
With census valuations repres2nting 
market value, it was found for the ten 
counties surveyed in the North Central 
States that the rent of 1919 capitalized 
at the current rate of interest on first 
mortgages represented approximately 
50 per cent or less of market value, and 
less than 30 per cent in four of the 
counties. This means that the annual 
value of these farms in 1919 was on the 
average approximately one-third of the 
estimated selling price, or that two- 
thirds of the assumed taxable value 
bore no more apparent relation to the 
income from which the annual tax was 
paid than the mere possibility that 
incomes might increase at some future 
time. The tax on capital value takes 
no account of this uncertainty, which 
one economist aptly refers to as the 


“taxation of blue sky.’ ‘The capi- 
talized net rental, expressed in per- 
centage of census valuation, for these 
counties in 1919 appears as fcllows: 


Franklin, Oh‘o ... ee : 
Tipton, Indiena.... ; ee 
Macoupin, Ilinois.... beds, a 
Lenawee, Michigan. . 

Dane, Wisconsin..... .. 
McLeod, Minnesota . 

Moody, South Dakota : 
Story, Iowa.. peek thes Bend, Se 
Wayne, Nekraska. . 

Butler, Kansas. , 
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Swacs IN REAL Estate Tax 


Aside from the immediate hardship 
which the tax imposes, a tax based 
largely on future uncertainties is sure 
to prove inequitable. If expected 
future income of farm real estate were 
realized on the average, the degree to 
which it is realized by diferent indi- 
viduals would vary indefinitely. Some 
would benefit more thar expected, 
while others would benefit less. This 
would be equally true of al. real estate 
in one locality as compared with all 
real estate in another. However, there 
is no positive assurance that present 
values are justified on tne average. 
The wave of land speculation has 
carried land values in certan important 
agricultural areas to a point at which 
there is little, if any, possibility of their 
being justified on the basis. of earnings. 
In other areas, notably in the New 
England States, rural lanc values have 
shown consistent reductions over a 
long period. Either the cver-rating or 
fluctuation of the selling price of real 
estate, where sale value is the sole basis 
of assessment, will cause varying pro- 


-portions of the rea] estate tax to be 


misplaced. 

Real estate as a class occupies a 
unique position in this respect. The 
taxable value of no other important 


7™“Yaxing Blue Sky,” by L. C. Gray, The 
Country Gentleman, Dec. 18, 1324. 
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class of property is perhaps so largely 
based on expectations of *he future. 
Limited studies of urkan real estate 
and of banks, two classes of property 
perhaps excessively taxed next to 
farm real estate, show this to be 
true in their case. The capital value of 
stocks, bonds and the like is largely 
reflected in the annual income. The 
ad valorem tax in their case, when taxed 
at all, practically follows capacity as 
measured by current earnings. While 
the importance of the change in income 
as a factor determining capital value 
varies indefinitely with the different 
classes of property, certainly real 
estate stands head of tke list in the 
degree of uncertainty wizh which the 
tax is placed. For this reason, even if 
there were no evasion of taxation, real 
estate stands the greatest chance of 
being inequitably taxed as compared 
with other classes. so long as the pres- 
ent basis.of assessment is employed. 
Sale value as the basis of the real 
estate tax is frequently justified on the 
ground that it serves as a means of 
taxing land spectilation, that is, that 
the tax is in part imposed on land in- 
crement. ‘This justificatioa is perhaps 
warranted, except in one respect. The 
tax is imposed upon the estimated 
rather than the actual increment and 
before the increment is realized in a 
zeneficial form. Before this estimated 
cnerement is realized it may be turned 
into a decrement: It is to ke admitted 
of course that increment is frequently 
realized from land and that such 
increment is subject to taxation in 
some form, but not necessarLy as a part 
cf the annual realestate tax. Whether 
a tax on the annual value, supple- 
mented by the increment tex with all 


the administrative difficulties incident 
to such a change, would work an im- 
provement over the present capital 
value tax is indeed a debatable ques- 
tion. Besides, it would break down 
the stronghold of the general property 
tax system, which, in spite of all its 
defects, we have been loath to relin- 
quish. What we may expect, however, 
is a gradual modification of the system 
whereby current income or earnings 
will have a more prominent place in the 
determination of the taxable value. 

The principle of earnings as the 
basis of assessment is legally recognized 
in most states as a means of fixing 
valuations for certain classes of prop- 
erty, and in some of the states it may 
be used as a factor in determining 
assessed valuations of any and all 
classes of property. The system of 
classified assessments is a recognition 
of the differences in income realized 
from certain major groups, although it 
fails as a rule to recognize this difference 
between properties of the same class 
devoted to different uses.’ One county 
in the United States now proposes to go 
the whole distance. In this county it is 
proposed to fix the assessed valuation 
of farm real estate according to the 
capitalized net rental, or its estimated 
equivalent. All these modifications, 
although they may be defective, indi- 
cate the flow of the under current away 
from sale value as the standard of 
assessment and in the direction of 
property earnings as the basis of taxa- 
tion. In the more general sense, these 
changes may signify the ultimate 
substitution of earnings as the measure 
of specific taxes on property to take the 
place of value as now used under the 
general property tax system. 
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The Trend in Land Values and Land Utilization 


By Grorae S. Waerwe, Pa.D. 
Institute for Research in Land Economies and Publie Utilities, Madison, Wis. 


HE significance of the trend in 

land values can hardly be under- 
stood without considering also the 
trends and changes in the utilization of 
land. Land values cannot be measured 
accurately in terms of land area per 
capita or “pressure of population,” but 
must be sought in numerous forces and 
factors. A study of the operation of 
these forces in the past will help us to 
forecast the future. 


THE TREND FROM 1860 ro 1900 


From 1860 to 1900 there were several 
significant trends in values and utiliza- 
tion. After the Civil War the South 
decreased both in the land in farms and 
in land values. In some states farm 
real estate values were cut in half and 
the acreage reduced by 25 per cent. It 
was not until 1880 that the acreage of 


eight states, increased their farm land 
area by at least 5,000,000 acres each 
per decade. In the last ten years of the 
last century, Texas alone added 74 
million acres to the farm land of the 
nation. 

This astonishing rate of development 
was due in part to the rapidly expand- 
ing railroad net which connected pro- 
ducing sections with consuming centers 
and with the export ports. Meanwhile 
England and several of the Continental 
Jowers were making rapid strides in 
-ndustrialization at the expense of their 
agriculture, and these countries fur- 
nished a growing market for the ex- 
panding West. 

A second factor was the growth of 
our own population as shown by the 
following table, which presents the 
figures in round numbers: 


POPULATION AND Lann SUPPLY or tas Unrrep Srares, 1850-1920 * 











All Land in Farms 


Improved Land Value of Farm 
Real Estate 

Total Per Capita} per Acre 
118 mullion A 49 $11 14 
168 “ “| 52“ 16 82 
189 “ as 49 * 18 26 
285 “ s 57“ 19 92 
858 “ i l y 21 3i 
414 ae Hy 55“ 19 81 
478 Of a 52 89 60 
508 ‘$ n 48g“ 69.38 





* U. S, Census 1920, Vol. V, p. 82. Figures refer to continental United States. 


1860 was recovered, After that the 
South shared more or less the general 
expansion of the North and West, 
where the increase in farm land acreage 
was astounding. Between 1870 and 
1900 at least seven, and in one decade 


It will be noted that there were 18 
acres of farm land per capita in 1860, a 
figure that has declined since then, 
though not steadily. The improved 
laad in farms is, after all, the produc- 
tive part of the farm, and it is nota- 
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ble that from 1890 to 1910 the amount 
per capita was at its height. Accom- 
panying the rapid g-owth of population 
came the urbanizazion of the nation. 
In 1880 about 29 per cent of the people 
were urban dwellers; in 1900 this pro- 
portion had grown to 40 per cent, and 
in 1920 to 51.4 per cent. This meant 
that in 1880, 85 million rural dwellers 
were feeding themselves and an addi- 
tional 15 million city dwellers. By 
1900, 46 million rural dwellers were 
supporting some £0 million people in 
the cities. But it must also be remem- 
bered that the period 1870-1900 was 
one of heavy expo-t of farm products. 
The full significanre of this change is 
more noticeable efter 1900, but the 
effects were beginaing to show in the 
later nineties. 

In spite of the growth in population 
the expansion of farm land produced an 
over-expansion of agriculture. ‘There 
was a 


hasty and pell-mell outpouring of native 
land grabbers and fcreign immigrants upon 
an extraordinary stretch of virgin land, not 
a seasoned economic development upon 
lines of careful planning with due regard to 
costs, prices and retarn to labor and invest- 
ment. . . . We were conducting the 
most stupendous Largain counter in the 
history of agriculture.} 


Between 1860 and 1900 the New 
England and Middle Atlantic states 
begin a series cf decreases in land 
values that are significant. Between 
1860 and 1870 Massachusetts, New 
Hampshire and Rhode Island had de- 
clines; 1870-80, Vermont, Delaware 
and New Jersey: 1880-90, practically 
every state east of Indiana and north 
of Maryland had serious decreases in 
farm real estat= values; while the 
decade 1890-19(0 witnessed another 
decrease within ~he same section; but 


1 E. G. Nourse: American Agriculture and the 
European Market, McGraw Hill Co. (1924), p. 28. 


the decline was also general over thd 
Far West and in Florida. 

There were decreases in the value of 
farm real estate in many of the new 
states at various times. However, 
these figures are an average for all land 
in the state, and the addition of new 
and unimproved land often lowers the 
average. For this reason decreases in 
average land values in an expanding 
state are not extraordinary or serious. 

The situation in the eastern states is 
of a different nature. The farm real 
estate of Vermont averaged $15 an 
acre in 1850. It reached $26 an acre by 
1870, then declined for three decades, 
reaching $18 by 1900. Some of the 
other eastern states have had a similar 
history. It must be remembered that 
these figures represent the value of both 
land and buildings. 

In 1920 the true value of the land of 
Vermont was about half of the real 
estate value. This relationship holds 
for most of the eastern states, but in 
states such as Illinois, Iowa, or prac- 
tically all of the southern states, the 
land represents from 80 to 85 per cent 
of the real estate value, and in the 
western states about 90 per cent. 
Therefore, the decline in land values 
throughout the East is really greater 
than indicated by the census figures. 
The fact is that the value of the build- 
ings helped to hold up the value of the 
farms as a whole. 

When land utilization is considered 
in connection with land values, the 
results are even more striking. New 
England had over 18 million acres in 
farms in 1850. This figure was in- 
creased to over 21 million acres in 1880, 
but in 1920 there were less than 17 mil- 
lion acres in farms. The Middle At- 
lantic states had almost 87 million 
acres in farms in 1850, a figure which 
increased to 46 million acres in 1880, 
but by 1920 had dropped to 404 million 
acres. 
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: Tue Trenp ry Land VALUES AND LAND Urmuization 


What becomes of the land no longer 
classed as farm land? When land goes 
out of farms it may go into a “higher 
use”; that is, it becomes urban or 
suburban land, or is used for roads, 
railroad, mining developments, etc. 
This change in utilization is of con- 
siderable significance throughout the 
East. The presence of cities also has a 
boosting influence on the value of the 
surrounding agricultural land by mak- 
ing intensive farming profitable and by 
making the land valuable for country 
estates. 

While some of the land has gone into 
a higher use, a great deal more has 
dropped into a lower use. It is esti- 
mated that for the past few rears 
about 1,000,000 acres of such land 
have reverted annually to forest and 
brush land in the East. The forest 
area of New England is today 1& per 
cent larger than it was 60 years ago. 
Similarly in the southeastern pineries 
large areas revert to forest each year.? 

The fact that land is dropped out of 
farm use also removes it from the 
valuation as farm land. In cther 
words, the poorest land is no langer 
averaged with the rest. This has a 
tendency to raise the average for the 
state or the section, whereas the in- 
clusion of new lands into farms ir the 

\new states has the tendency to lower 


y the average, as was noted before. 


A better picture of land utilization is 
presented by the improved land rather 
than by the land in farms. In 185), 28 
per cent of New England was improved 
land. By 1880 almost one-third ot the 
land was improved; today 15.4 per cent 
is so classed. The Middle Atlentic 
states began with 35.6 per cent in 1850, 
reached 51.9 per cent in 1880, but 
declined to 41.5 per cent by 1920. 

A further refinement cf the study of 

` 2W. B. Greeley, et al: “Timber, Mine or 


Crop?” Yearbook, U. S Department of Agri- 
culture, 1922, p. 88. 


gr 


trends in land utilization could be mace 
by noting the change in crops, wooc- 
land and pasture on farms. For ir- 
stance, in 1879 the acreage of hey occu- 
pied almost cne-third of the improved 
land area of New England, buz today 
over 55 per cent of a much smaller area 
of improved land is in hay. On the 
other hand, tae culture on some of the 
best land has been intensified, as is 
shown by the increased acreage ia 
potatoes, vegetables and tobaccs. Tha 
best land has been put into a higher 
use; the poorer land has gone into 2 
less intensive utilization. 

From. the standpoint of mere popr- 
lation press1r2, land values all cver th2 
East should Lave risen and not faller, 
and the utilization of land increased in 
intensity. Ir 1850 the New England 
states, togetker with the Middle At- 
lantic states, nad 87 per cent of g totel 
population of about 23 million people. 
By 1900 th dopulation had increased 
to 76 millions and this section still had 
27 per cent of the entire popalatior. 
In spite of ths the value of New Eng- 
land real estate was but $2 an acre 
higher in 1920 than in 1860, end th= 
acreage in tarms less than at the tim2 
of the Civil War. Land values followed 
the crest of the wave of expansior, 
leaving lower values in the trough be- 
hind. In 190) Illinois had the highest 
land values Der acre, with Iowa second 3 
whereas in 1850 and 1860 New Jersey 
had the highest real estate values. 


Tas CHANn3E FROM 1900 ro 1910 


From 1900 to 1910 not a state de- 
creased in farm land values. For the 
whole United States the increase was 
from $15.57 to $32.40 an acre—more 
than 100 per cent increase—and ths 
percentage cf increase was muci 
higher for most of the Middle West, 
South, and Far West. 

All parts of the country felt the in- 

3 This refers to the value of land alore. 
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crease. Practically all the good agri- 
cultural land was now in use, and free 
land of good quality was exhausted. 
The great increases in land in farms 
came in Hundredth Meridian states, 
the Lake states, and in the Far West. 
Yet decreases in land in farms took 
place in most of the Corn Belt and the 
eastern states. A shift to higher util- 
ization is to be noted in nine states 
which decreased in total farm acreage, 
but which in spite of this decline 
increased their improved land acreage. 
Another eleven states increased their 
improved acreage faster than their 
total farm acreage, again a gain for the 
higher utilization of land: On the 
other hand, of those eastern states 
which declined in farm acreage, five 
decreased their improved acres more 
than all land in farms. Part of the 
increase in land values may be ex- 
plained by the higher form of utiliza- 
tion. 

The general increase in the value of 
land was due to the development of the 
domestic market for our agricultural 
products, and not to an expansion of 
foreign demand. Our population in- 
creased from 76 million to.92 million, 
of which almost 46 per cent was now 
urban, instead of 40 per cent in 1900. 
There was a marked decline in the 
exportation of foodstuffs. Part of this 
loss in export was forced upon us by 
the tariffs and other restrictions of 
France and Germany, and by the com- 
petition of new sources of raw materials 
in Russia, South America and Aus- 
tralia. Nevertheless, the change from 
the foreign to the domestic market was 
made with few growing pains; in fact, 
the United States actually became an 
importer of wheat, barley, wool, hides, 
and even eggs and butter. Prices of 
products were such as to give the 
farmer a profitable return, while the 
manufacturer and urban dweller be- 
gan to complain of the high cost of 


living; and land values reflected this , 


situation.4 


Tun TREND FROM 1910 to 1924 


The period from 1910 to 1920 is 
remarkable in many ways. Land 
values for the United States rose from 
$32.40 to $57.86. Fourteen states 
doubled or more than doubled their 
land values. This rapid rise was also 
accompanied by curious changes in 
utilization. There was a decline in the 
per capita area of farm land, improved 
land, and crop land.’ The states east 
of the Great Plains decreased their 
farm acreage by 7,000,000 acres with 
increases only in the cut-over and 
drained areas. In the West some 84 
million acres were brought into farms, 
largely, however, for grazing, there 
being an increase of only 24 million 
acres in improved land. Land in crops 
increased about 25 million acres in the 
East and some 20 million acres in the 
West, or 11.8 per cent, whereas the 
farm land area for the United States 
increased only 8.8 per cent. The new 
crop land came out of pasture land— 
about half out of improved pasture and 
the rest from the unimproved pasture 
within or without farm boundaries.’ It 
is estimated that since 1880 the area 
devoted to ‘pasture decreased by 81 
million acres.’ 


The tendency to utilize the best `~ 


lends more intensively and to put the 
poorer lands into a:still poorer utiliza- 
tion continued during the war period. 
The general decline in farm acreage 


4E. G. Nourse; op. oi., pp. 28-88. 

š “Crop land” represents a higher utilization 
than “improved land.” The latter includes 
“land regularly moved and tilled” whether in 


crops or not. 


3 L. C. Gray, e al.: “The Utilization of Our 
Lands for Crops, Pasture and Forests,” Yearbook, 


U. S. Department of Agriculture, 1928, pp. 435~ “ 


487. 
1 Ibid., p. 438. 
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was accentuated by the scarcity of 
farm labor which made it necessary for 
farmers to curtail their acreage. The 
high wages paid in manufacturing in- 
dustries drew the farm laborers away 
from agriculture and even induced 
operating farmers to abandon their 
farms. This condition has continued 
up to the present time, especially in the 
past few years when the returns in 
agriculture have been abnormally low. 


UNWONTED EXPANSION AND 
REACTIONS 


The normal development of agri- 
culture was therefore thrown out of 
joint by the war. Europe’s energies 
were devoted to the manufaccure of 
war materials and shipping. Because 
of the difficulties of ocean tramsporta- 
tion the Allies turned from Argentine, 
Australia and India to America for 
foodstuffs and the volume of our ex- 
ports went back to that of the rinetiés. 
Coupled with the needs of our own 
urbanized population, emphasized by 
war conditions at home, the demand for 
agricultural products created extraordi- 
nary prices. These prices rose faster 
than the prices which entered nto the 
farmers’ cost of production, and farm- 
ing began to show a profit in 1915 and 
even more so in 1916 and 1917.8 The 
high prices continued throughout 1919 
but broke sharply in 1920. 

The expansion of agriculture came 
through a readjustment in the utiliza- 
tion of land, and not through any sig- 
nificant increase in farm land. The 
acreage devoted to production for 
domestic uses was reduced. “he land 
usually devoted to livestock produc- 
tion decreased. Fallow lands were 
sown to grain in many places and in 
others long established rotations were 
neglected to produce the essential war 
crops. 

This unnatural expansion has had 

SE G. Nourse: op. oit., p. 56. 


its reaction. Since the war the utiliza- 
tion has tended to go back to its 
former statis, but not without diffi- 
culties. In the Great Plains region 
farmers have found it almost impossi- 
ble to contract their wheat acreage.® 

The sudden rise in the prices of farm 
products together with the lag in 
“Jabor-capital” costs of production 
produced a high land income, and an 
unprecedented rise in the value of farm 
land which assumed veritable booms 
in some stales. Soon after prices began 
to drop land values also were deflated. 
The 1924 prices of land are about 71 
per cent cf the 1920 prices for the 
United States as a whole. Icwa land 
values heve dropped to 65 per cent of 
the 1920 prices, Montana to 58 per 
cent, whereas more conservative states 
such as Wisconsin and Penrsylvania 
have values equal to about 80 per cent 
of the peak price.!° 

In the Bluegrass region of Kentucky 
sales records show that land went from 
$171 an acre in 1917 to $289 in 1920.14 
The suddenness with which the boom 
collapsed Lere is shown by the fact that 
in some of these counties the values 
were practically cut in half by 1921." 

At the present time we are just 
emerging from the depression. For 
many paris of the country land values 
struck bottom in 1922 and 1928. Sur- 
veys of the farm land market were 
made by the National Association of 
Real Estete Boards in both of these 
years. In October of 1923 the market 
was reported as practically inactive 


9L. C. Gray, et al.: op. cit., p. 449. 


10 See table showing the value of plow lands for 
the United States, 1916-24, in Yecrbook, U. S. 
Departmen’ of Agriculture for 1928, p 1146. 


u G. W. Forster: “Land Prices and Speculation 
in the Bluegrass Region of Kentucky,” Kentucky . 
Experiment Station Bulletin, 240, p. 49. 


8 Twentr-fourth Biennial Report, Bureau af 
Agriculture and Lahor Statistics, Kentucky, 
1920-21, pp. 147-9, 
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and only 86 per cent of correspondents 
said that their market had improved 
over 1922. This year a similar survey 
shows an increase of 42 per cent in the 
number of farms sold over 1923. Only 
15 per cent of the replies reported a 
poor market; 88 per cent of the replies 
indicate that prices are going up, or are 
at least stationary. In other words, 
the deflation of 1919-20 is complete 
and prices have “nowhere to go but 
up.” This fact in itself gives an opti- 
mistic tone to these reports.14 


Forurr TREND 


What of the future? The continuing 
scarcity of land has been obscured by 
the over-expansion of agriculture dur- 
ing the World War. Instead of ex- 
panding our acres we have converted 
pasture into crop land. This cannot 
continue forever. Furthermore, the 
cutting of lumber from a virgin forest 
also gives the impression of an inex- 
haustible supply of farmland. “Farms 
follow forests” is the old slogan, but 
much of the present cut-over land is 
submarginal for crops. Forest land 
has not been a competitor of farm land 
in the past, but with the continually 
increasing prices of forest products it 
must be expected that forests will not 
only reclaim the submarginal agricul- 
tural land but will also bid for a place 
on some of the less desirable crop land 
as well.15 

We cannot expect a revival of the 
foreign market such as we had during 
the war. The surplus which was 
thrown back on us and which helped to 
bring on the present depression is be- 
ing absorbed, as it was in 1900-10, by 

3 Survey of the Farm Lands Market for October 


1928, Farm Lands Division, National Associa- 
tion of Real Estate Boards, Chicago. 


M Second Annual Survey of the Farm Lande 
Market, November, 1824, Farm Lands Division, 
National Association of Real Estate Boards. 


1 L, C. Gray; et al.: op. cit., pp. 451-455, 


the increasing population at home. 
Urbanization has continued; in 1920 
over 51 per cent of the people were 
urban dwellers, and since the close of 
the war the rural people have flocked 
to the cities by the millions every year. 
In fact, the actual farm population, as 
determined by the census in 1920, was 
only about 30 per cent of our total 
population.“ Our population growth 
will make itself felt in higher prices for 
food and raw materials and in higher 
land values. How fast this pressure 
will come is a matter of speculation. 
The Bureau of Agricultural Economics 
of the U. S. Department of Agriculture 
has made careful estimates of the possi- 
ble searcity of land in the next three or 
four decades, based on an estimate of 
150 million people by 1950. Assuming 
a very moderate change in our stand- 
ard of consumption and a slight in- 
crease in our productive efficiency, they 
estimate that an addition of only 40 
million acres -of crop land and im- 
proved pasture to our present farming 
area would provide for a population of 
this size. Allowing for a forest area 
equal to the present one, this addi- 
tional farm land can be selected out of 
some 400 million acres of potentially 
arable land.” However, practically 
all of this potential farm land is in need 
of drainage, irrigation, or is inferior in 
quality, and the selections ought to be 
made carefully. It is not deemed 
necessary to reclaim large areas by 
irrigation or drainage during the next 
few decades. “Certainly there would 
be no justification in undertaking such 
reclamation except in the cases of proj- 
ects where the economy of reclamation 
could be demonstrated unequivo- 
cally.” 18 

From the foregoing the conclusion 


u U. 5. Census, 1920, Vol. V, p 892. 
7 L. C. Gray, et al.: op. cit., pp. 495-406. 
18 Thid., p. 497. 
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can be drawn that the utilization of 
land for crops and improved pasture 
will go forward moderately fast. An 
increase of 40 million acres in 25 years 
would call for an expansion of less than 
2 million acres per year. During the 
war decade there were added 45 million 
acres of crop lands to the arable area 
of the United States, more than will be 
required during the next 25 years ac- 
cording to the above estimates. 

The trend in land values and in land 
utilization in the future is a matter of 
conjecture. Undoubtedly the rever- 
sion of the lowest grades of land will 
continue, and the better lands will 
move into higher utilizations and 
higher values. The expansion of crop 
lands in the future must come out of 
lands increasingly submarginal, and 
prices of products must rise enough to 
make the transition to agricultural 
land possible. Better land will feel the 
effects of such a rise in prices of farm 
products. 

But there are other variables in the 
determination of land values. A lower- 
ing of the interest rate will have a 


tendency to raise land values. On the 
other hand, the rate of population 
growth has declined and may decline 
more in the future. Furthermore, we 
have by no means reached the limit of 
improving the technique of agriculture. 
Should two blades of grass be made to 
grow where but one grew before, the 
increased production will have a 
marked effect on the value of land. 
Should the two last factors happen 
together we may even expect to have a 
general downward movement in Jand 
values, except in those regions where 
farm land values are due to amenities 
or other factors. 

Finally, the readjustmert of the 
world’s agriculture must be considered. 
New lands are being brought into use 
everywhere; the tropics are being 
developed and the Corn Belt and dairy 
farmers are beginning to feel the com- 
petition of vegetable oils. New cotton 
regions are being opened in Africa 
South America and India. The extent 
of such foreign competition will have & 
profound influence on the value of our 
farm lands. 


Migration To and From Our Farms 


By Canes L. STEWART 
Associate Professor of Economics, University of Illinois 


N IGRATION is the shifting of res- 

idence of individuals or families 
into or out of a designated area during 
a designated period of time. Daily 
trips from one’s residence in the coun- 
try to one’s place of work in town or vice 
versa are excluded from this definition. 


Migration is analogous to the move-: 


ment of supplies out of an area of mar- 
ket surplus into an area of market defi- 
cit. Most migrations, but not all of 
them, are movements on the part of 
persons,—breadwinners among them 
—who are responding to stronger de- 
mands for their nearly fixed supply of 
body and brain power. 


Gross Versus Nev Movement or 
POPULATION 


From the standpoint of an area des- 
ignated for migration study there is 
always a combination of emigration 
and immigration. The in-movement 
of one such area is related to the out- 
movement from one or more other 
areas, just as the ow-movement from 
this area is related to in-movements of 
other areas. The net result of a move- 
ment affecting an area may be positive 
or negative, and may be large or small 
` either absolutely or relatively to the 
gross movements. Very slight gross 
movements sometimes merely equalize 
one another. If attaining sufficient 
magnitude, net movements may be des- 
ignated as filling or recruitment migra- 
tions, from the standpoint of areas be- 
ing made to increase in population, and 
emptying or evacuation migrations, 
from the standpoint of areas being 
depopulated. Where the result of two 
gross movements is for one to replace 
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numbers equal to those removed by the 
other, the combined movement may be 
called a replacement migration. ` 

There are two main classes of migra- 
tion affecting the farm population. In 
one class the migrant shifts from farm 
tofarm. In the other class the migrant 
shifts from town to country or from 
country to town. 


SEASONAL MIGRATION 


There is all too little statistical in- 
formation concerning seasonal migra- 
tion in the United States. 

Seasonal migration of farm operators. 
Farms whose operators do not live upon 
them throughout the year are numer- 
ous in some districts in which fruits and 
vegetables are grown. In nearly all 
districts, however, there are some farms 
to which the operators come during 
only the rush season. Movement from 
and to winter resorts on the part of 
western ranchmen and southern plant- 
ers, while not general, are cases illustrat- 
ing this point. Somewhat analogous 
are the winter movements to nearby 
towns on the part of operators and 
others in one-crop areas where winter 
is especially severe. 

Seasonal migration of farm Icborers. 
Statistics of farm labor demand show 
that in practically every state there is 
a heavy demand during the mam har- 
vest months and in some instances a 
heavy demand during the period of 
planting and tending crops. If the sea- 
sonal curve of demand for farm labor 
in a given area shows a high peak once, 
it is probable that much casual labor 
will be attracted into that area. Much 
depends, however, upon the length of 
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i the harvest season. During corn husk- 


| 


ing in the corn belt, farm hands from 
the border states sometimes find em- 
ployment on two or three farms, con- 
secutively. In harvesting of grain and 
hay, however, migrating laborers work 
for a much larger number of consecu- 
tive employers. 

Three regions of the United States 
are traversed by migratory harvest 
laborers to a marked extent. One of 
\these is the Great Plains Region with 
qts spring wheat harvest in the northern 
portion following the winter wheat 


_ harvest in the southern portion. The 


other two regions are the coastal p_ains 


dof the Atlantic and Pacific Oceans.. 
i The coastal regions have the wider 


varieties of harvested crops, vegetables 
figuring on both coasts with fruit and 
grain added in the Pacific Northwest. 
The movements of laborers in these 
regions have been such as to lead to 
their consideration as labor str2ams. 
These streams are subject to high per- 
centages of additions and withdrawals, 


however, and of those who become part ` 


of the streams only a small proportion 
continue through the entire range of 
latitude. 


Seasonal migrations, whether in pur- 


suit of employment or relaxation, create 
problems in community relaticnship. 
Evacuation areas may suffer because of 
the absence of people during a consid- 
erable part of the year and recruitment 
areas may suffer because of the accu- 
mulation of people during a short peri- 
od of the year. 


ANNUAL MIGRATIONS 


The main migration in which farm 
operators figure is that which involves 
the initiation or termination of annual 
relationship to farms. This annual 
migration to the farms has a seasonal 
incidence, to be sure, but is not to be 
confused with the seasonal migration 
previously mentioned. Botk owner 
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operators and tenant opergtors begin 
and end their operations on these farms 
about as indicated in the following 
table of monthly distribution, the per- 
centages of which total 100: January, 
28; February, 6; March, 18; April, 3; 
May, June and July, about $ of 1 per 
cent each; Avgust, 1; September, 2; 
October, 3; November, 9; and Decem- 
ber, 29. Moving in the late winter and 
early spring, especially in March, is 
found generaly, except in southern 
states where Jecember-January mov- 
ing predomirates. In general, the 


‘moving period falls within the bounds 


set by annually finishable products. 
The seasor of minimum unfinished 
operations, when farmers have a 
breathing spell, is the time when opera- 
tors can best move. 

The annua: migration of tenant farm- 
ers, An indication of the amount of 
shifting of farm operators is given in 
figures of tke Bureau of Agricultura! 
Economics for the one-year periods 
ended Aprl 10, 1924, and December 1, 
1922, and ir reports of the Bureau of 
the Census as interpreted with special 
reference to the one-year periods ended 
January 1, 1920, and April 15, 1910. 
In the mcre recent of these two series 
the number of farms having had a 
change of tenant operators during the 
preceding twelve months is estimated 
to be 420,090 in 1924, and 660,000 for 
1922. Tke number of tenants on farms 
not opereted by them during the pre- 
ceding year includes all those on tue 
farms just referred to, together with 
those on farms which had undergone 
less thar a year of tenant operation 
immediaze_y preceding. The effect of 
adding the second group of tenants is to 
increase the numbers given above for 
1924 and 1922 by not more than 50 
per cent, and probably by not more 
than 25 pr cent in most parts of the 
country- 

Durirg the year ended January 1, 
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1920, tenants to the number of 426,774 
became operators of the farms which 
they were operating when the census 
was taken. This figure is less than 58 
per cent of the corresponding figure for 
the year ended April 15, 1910, namely 
744,293, and doubtless needs to be 
corrected by the addition of a consid- 
erable proportion of those reporting 
occupancy of one year but less than 
two years, the 1920 figure for which is 
nearly 152 per cent of the corresponding 
1910 figure. The difficulty, of course, 
hes in the fact that a quarter of a 
million or more incoming tenants, 
who began occupancy after January 1, 
1919, reported that they had been in 
occupancy a full year on January 1, 
1920. 

Allowing for discrepancies in the 
statistics for 1922 and 1924, it is safe to 
conclude that instead of three-quarters 
of a million tenants in occupancy less 
than a year, as indicated for the year 
begun April 15, 1909, the number was 
nearly 65,000 in 1919, less by over 
80,000 m 192%, and by nearly a third 
of a million in the year begun April 
19, 1923. 

It would be inferred from the esti- 
mates of the Bureau of Agricultural 
Economics that the depression years 
were less characterized by shifting from 
one tenant farm to another than were 
the years preceding the two most recent 
census dates. It is possible, of course, 
that the agricultural census of 1924-25 
will give evidence of a permanent de- 
cline in the proportion of tenants who 
move from farm to farm during the 
annual moving period. Until the re- 
sults of this census are available, how- 
ever, it seems best to assume that 
decreased migration during the depres- 
sion years is to be attributed to eco- 
nomic conditions then prevailing. 

It is logical to expect that neither 
landlords nor tenants would try to 
stimulate tenant changes during hard 
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times. Landlords are usually willing 
to give tenants further trial when there 
are sufficient grounds for believing that 
the blame may not be imputed entirely 
to the tenants. The policy of “not 
swapping horses while crossing 
streams” is followed by many experi- 
enced owners of rented property. 
Moreover, tenants are less able to af- 
ford the luxury of moving during de- 
pression periods, and, in some cases, 
may have become anchored to the prem- 
ises by the weight of debts owed to 


— - 


landlords. Landlords apparently were, í 


called upon to underwrite the obliga- / 


tions of their tenants not only in south 


ern states, but in many portions of the, 


country in which this practice had not 
previously been customary. The in- 
ability of tenants to escape from debt 
as easily as had been possible before the 
depression came on is probably a main 
factor in the reduced turnover of tenant 
population on tenant farms. 

The mental satisfaction of moving at 
will is not to be confused with the net 
gains achieved. The economic loss 
incurred in not moving is doubtless 
smaller than the economic gain ex- 
pected from moving. It is possible 
that the experience of the last few years 
has brought this fact home to a great 
many tenants, and that there will be a 
continued reduction in the amount_df 


tenant shifting in the next few years~ 


To some students of our problem of 
migratory population, this develop- 
ment would be welcome. 

On the other hand, it is probable 
that tenant migration in the depression 
years has been distress migration in a 
large proportion of cases, the distress 
characterizing the tenant himself or the 


present or the former owner of the, 


rented land. Landlords who were 
forced back from retirement, into active 
operation of their farms have had to 
displace tenants. Owners, many of 
them active operators of land for years, 


ae 
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allowed their land to go back to s-rong- 
er hands in satisfaction of debts. Many 
of these new owners called for tenant 
operators. Many tenants, moreover, 
lost their dperating equipment by 
sherifi’s sale, or otherwise. In many 
cases the dispossessed tenants sought 
new landlord connections or gare up 
farming operations entirely. The pro- 
portion of operators who lost property 
or who stood at the mercy of their eredi- 
tors in 1923 was larger in the case of 
tenants than in the case of operating 
owners. In the preceding year, it is 
estimated that nearly 250,000 tenants 
either discontinued farming for other 
sccupations or moved out of their zom- 
munities. 


MIGRATION FOR PERMANENT 
SETTLEMENT 


Most of the tenant shifts are <rom 
farm to farm within the same eom- 
munity, but many tenants migrate 
into new agricultural regions. During 
- the depression years the distress in the 
vorthwest wheat areas and in western 
tates in general was such that much 
of the westward migration of tenants 
was discontinued. Many of those who 
rented land in western states had 
been owners of land in states farcher 
east. 
Movement of owner operators to new 
arms. In the year ended April 16, 
1910, 6.9 per cent of the operating 
owners had come into occupancy, and 
in the year ended January 1, 1€20, 
without allowing for shortage, 5.7 per 
cent. These figures reported by the 
Bureau of the Census may be ecm- 
pared with the estimates of the Bureau 
of Agricultural Economics, indicat_ng 
thet for the year ended December 1, 
1922, the percentage of farms changmg 
ownership was 6, and for the year 
ended April 10, 1924, it was 7. The 
larger figures include farms that were 
operated by renters both before and 


after change of ownership: In the 
light of the two lines of statistics it is 
safe to estimate that a quarter of a 
million new owners each year take up 
the operation of farms not previously 
operated by them. 

Not all of the incoming owner oper- 
ators have purchased before entering 
into occupancy. Of the 100,000 young 
men below the age of 85 who begin 
owner occupancy during an average 
year, about half come into possession 
by inheritance or by marriage. The 
other half of this group purchases and 
moves upon farms less because of 
adequate savings than because of 
determination to buy land, even 
though possessing but small equities. 
The depressicn years have diminished 
the numbers and weakened the farm- 
buying resolution of this group. 

The extent to which owner operators 
have been drawn into new areas from 
farms in older farming regions or from 
town is not measured statistically. 
During the depression years it is be- 
lieved that nomeseekers’ excursions 
had much less vogue. In many cases 
persons, who during the land boom in 
1919 bought farms to operate, returned 
to their native areas in subsequent 
years as their equities disappeared. 
Increased attention was given to 
state real estate license laws during the 
depression period, although the desir- 
ability of many of these laws, so far as 
relating to farm land, remains to be 
tested in a more active period of farm 


‘buying. Many of the more severely 


victimized land buyers were citizens 
of distant states. To prevent many 
of these migrants from being imposed 
upon, it would have been necessary for 
local and state cuthorities, and possibly 
for Federal authorities, to give special 
attention to interstate transactions 
in farm lands. 

The movements thus far considered 
are gross movements and leave out of 
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account the changes in the statistical 
position of the farm population as 
influenced by natural increase of 
population. The significance of nat- 
ural increase as a factor in the cityward 
movement will be emphasized in that 
which follows. 


PROPORTION OF PcpunatTion Ocourmp AND OF 
Occurizp Persons ENGAGED IN AGRI- 
CULTURE, Unrrap STATES, 1820-1920. 
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Space does not permit discussion of 
the effects cf differences of enumer- 
ation and classification on the census 
results shown in Figures 1 and 2, Cer- 


tain inferences, however, can be safely, 
drawn. 

(1) The percentage of the entire 
population engaged in occupations 
increased during the century following 
1820, most of the increase occurring 
between 1850 and 1900. During the 


Trenps or Torat POPULATION AND or NUM- 
BER OF Persons GAIWNFOLLY Ocourten, 
Untrep Srares, 1870-1920. 





Fia. 2.—During the last half century the 

number of persons occupied in non-agricultural 
pursuits increased at more rapid rates and at 
rates showing less tendency to decline than did 
the number of persons occupied in agriculture. 
Since 1920 the migrations have been mainly 
cityward. 
80 years or more within which fell the 
nine census dates, 1840 to 1920, an 
average decade witnessed an increase 
of about 2.4 percentage points in the 
proportion of all persons in the speci- 
fied age and sex groups reported en- 
gaged in occupations. 
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, (2) The percentage that persons en- 
gaged in agriculture were of all persons 
in occupations decreased markedly 
and persistently. During the 80 years 
or more just referred to, an average 
decade witnessed a decline of about 
8.5 percentage points in the proportion 
of all occupied persons reported en- 
gaged in agriculture. 

(3) The rate of increase in the num- 
ber of persons engaged in agriculture 
has been declining so that the first 
quarter of the 20th century may be 
the first to show a practically station- 
ary condition. The 1910 census figures 
must be discounted and the 1920 
figures regarded as considerably short 
in comparisons made for the purpose 
of determining whether the number of 
persons in agriculture during that 
decade was declining or merely stand- 
ing still. It is probable that there was 
no decline in the number of persons 
engaged in agriculture until 1919 or 
1920, especially if the part-time work- 
ers are given full weight. 

(4) The decline in the rate of in- 
crease in the number of persons in 
agriculture is more marked than the 
decline in the rate of increase in the 
number of persons in other occupa- 
tions. Had the rate of increase in the 


number of persons occupied outside of 
griculture been sustained, it would 


seem reasonable to suppose that the 
net exports of agricultural products 
would have been smaller and that the 
rate of increase in the number of per- 


sons occupied in agriculture probably - 


would have been sustained. 


Causes ror MIGRATION CITYWARDS 


Even more notable are the shifts of 
population from farms to cities in the 
United States during the depression 
years since the 1920 census. In 1922 
farmers occupied 86.3 per cent of the 
habitable farm houses in the United 
States as compared with 88.4 per cent 


in 1921 and 89.7 per cent in 1920. In 
New York there were heavy declines 
in the number of agricultural workers 
during the years ended February 1, 
1923, 1921 and 1920. In Michigan 
there were 16 per cent fewer farm 
workers inaicated for June, 1923, than 
a year before. The Bureau of Agri- 
cultural Economics estimated the net 
change cf population from farm to 
town in 1922 at around 1,200,000. 
Subsequent migrations from southern 
states have attracted special atten- 
tion, although reliable figures as to 
either the gross or the net movements 
are not available for all the farms in 
any considerable area of that region. 

The fact taat the number of persons 
engaged in agriculture reached a his- 
torical maximum in the United States 
at some time during the last two 
decades, possibly during the last dec- 
ade, indicates that the capacity of the 
farm population for natural increase 
has been at high tide during the first 
quarter of the 20th century. For the 
farm population to remain constant 
under such circumstances it is apparent 
that there has been a large net out- 
movement of persons reared on farms 
or engaged in agriculture at least tem- 
porarily. For the net out-movement 
to exceed the natural increase, as dur- 
ing the depression years, there must 
have been a potent combination of 
influences at work. 

Causes for the persistent decline in 
the proportior of occupied persons 
engaged in agriculture probably in- 
clude the following: 


(1) The increase in the proportion 


.of the population engaged in producing 


commodities and in rendering regular 
services; 

(2) The decrease in the proportion 
of part-time agricultural workers re- 
siding on farms; 

(8) The increase in the ratio of 
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working years per capita to the per 
capita life span, so far as resulting 
from increased longevity of persons 
attaining working age; 

(4) The decrease in the proportion 
of farm labor time absorbed in clearing, 
draining and fencing land and in equip- 
ping land with structural improve- 
ments; 


(5) The merease in the use of city- 
made machinery and devices saving 
farm labor; 


(6) The increase in the use of mineral 
instead of agricultural sources of fuel 
and dyes; 

(7) The decrease in the relative 
prominence of agricultural products 
among the nation’s exports; 


(8) The decrease in the proportion 
of all immigrants who become en- 
gaged in agriculture in this country; 

(9) The decrease in the proportion 
of farm products consumed on the 
farm or in nearby markets; 


(10) The relative inelasticity or 
inexpansibility of per capita demand 
for foodstuffs and agricultural raw 
materials as compared with the relative 
elasticity or expansibility of per capita 
demand for professional services, for 
personal and commodity transporta- 
tion, and for the conversion, fabrication 
and elaboration of goods; and 


(11) The shifting of household man- 
ufacturing, farm shop work, and some 
of the road hauling to persons no longer 
classified as engaged in agriculture. 


Causes for movement into and out of 
various agricultural regions and areas 
are partly included in the preceding 
list. Several other causes may be 
added to help account for these migra- 
tions: 

(1i The effect of differences and 
changes in cost of transporting com- 
modities to and from consuming mar- 
kets; 


2) Differences in the relative cheap», 
ness or dearness of: (a) farm land, (b) 
farm capital, and (c) farm labor; 


(3) Differences and changes in the 
availability of land resulting from 
irrigation and drainage. 


Reasons why individuals and families 
have joined the cityward movements 
or land-settlement movements are 
complementary to the causes enumer- 
ated. Dependent persons naturally 
move with migrating breadwinners. 
Some breadwinners shift on account 
of similar action by others. Probably 
the majority move, however, because 
of rational desires to find new environ- 
ments suited to their particular abil- 
ities or tastes. 


Economic CONSIDERATIONS 


In general the cityward drift in the 
United States has resulted mainly 
from economic considerations. These 
occupied an even more dominant 
position during the depression years. 
During these years farm wage scales 
declined to smaller percentages of 
their highest levels than did wage 
scales in most other important occupa- 
tions. The diminished wage-paying 
capacity of employing farmers caused 
the demand for farm labor to allow 
the scales to fall as they did. 
tively high wage scales continued in 
occupations competing for this labor 
and drew down the farm labor supply 
to the lowest figures in several decades. 
The result was to force various econo- 
mies in the utilization of hired labor 
on farms, particularly in southern 
plantation and western ranching areas 
and in districts in which cattle feeding 
and dairying were conducted by large- 
scale operators. The result was a 
tendency toward the utilization of land 
in crops requiring little farm labor, 
toward pasturing off crops otherwise 
harvested and marketed at heavy 
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labor cost, and toward rigorous utiliza- 
fion of the family labor supply. In 


some areas of the South and West, 


Mexican labor afforded relief. 

Increased dependence on family 
labor was less mar'xed in the South, 
perhaps, than in other sections. Even 
before the depression began, women 
and children in southern states were 
furnishing farm labor up to the tolera- 
tion point. It is not surprising, there- 
fore, that southern farmers were re- 
ported to be in favor of increased immi- 
gration from other countries. 


\ On the whole, it is probable that the 


\desire of farm operators to keep the 
hildren on the farm was increased as 
a result of the migrations of the depres- 
sion years. The economic importance 
of child labor in agriculture was 
augmented. This may help to explain 
the opposition of some farm organiza- 
tions to more stringent child labor 
legislation. Farm aperators who dis- 
played little opposition to Federal 
restriction of immigration have ap- 
parently shown strong opposition to 
Federal restriction of child labor. 
This has probably resulted less from 
desire to have the labor of their own 
children utilized in place of immigrant 
labor than from fear that all kinds of 
labor might be available only at wage 
o beyond the wage-paying capac- 

y of employing farmers, or of confi- 
‘dence in the salutary effect of farm 
labor as performed by children. 

To some observers, the conversion 
of partially self-sufficing farm workers 
into city dwellers would seem to be an 
unmixed blessing for persons remaining 
in agriculture. So far as the shifted 
population sets up more commercial 
demand for farm products and removes 
competing producers into industries, 
of which the products are purchased by 
those remaining m agriculture, the 
effects of net migrétion to cities are of 
immediate benefit to those who con- 
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tinue tc farm. To many farmers 
employing hired labor and to some 
employing family labor, however, the 
question is whether more assistants 
than corapetitors have not been swept 
away by the cityward current, and 
whether it might not be as well for 
persons engaged in agriculture to sub- 
sidize industry with cheap fcod and 
raw materials as to subsidize it with 
farm-reered youths and prospective 
heirs to “arm real estate. 

Persons taking up occupations which 
are growing rapidly receive property 
by inheritance from parents in occupa- 
tions growing less rapidly or declining. 
An occupation which fails to hold its 
own in relative numerical growth is 
caused oy our laws of inheritance to 
yield title to its accumulations to heirs 
who have turned to other occupations. 
Of the several occupations thus faring, 
agriculture has had the wealth of its 
accumulators scattered to persons in 
other occupations, generally resident 
in towa, more persistently and in 
amounts reaching larger figures than 
in the case of any other occupation in 
the United States during the last 
century. Rents and purchase funds 
paid tc town and city heirs of farm 
property are largely received. in other 
taxing jurisdictions. Perhaps a quar- 
ter of a billion dollars of wealth pro- 
duced annually during the last ten 
years was taken into other taxing 
jurisdictions, as a result of migration of 
inherited land titles incidentally to the 
cityward movement. 

Farm parents are naturally im- 
pressec with the fact that their chil- 
dren leave them to go into other 
occupations after having received care 
during infancy and at least elementary 
education. Many young people use 
their farm rearing as a springing board 
for an early plunge into non-agricul- 
tural service. The proportion of chil- 
dren below working age on farms is 
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high relatively to the corresponding 
proportion of children enough older to 
be capable of pulling a part or all of 
their own weight. According to the 
1920 census, 504,000 persons in every 
million of the farm population were 
under 21 years of age, as compared 
with 875,000 in a corresponding urban 
population. The migration of 65,000 
mature persons to the farms, or 65,000 
young persons.to urban districts would 
be required to equalize the age distri- 
bution. The farm population can be 
said to have been short by about 
2,000,000 adults and long by about 
2,000,000 persons under 21 years of 
age. An excessive portion of the bur- 
den of giving our total population its 
high-school and grade-school educa- 
tion has fallen upon farm parents. 
The cost of this education tends to be 
borne according to .the occupational 
distribution characterizing the popula- 
tion of the second or third decade 
before the pupils find places in the 
occupations. This circumstance would 
seem to justify the procedure some 
states follow in alloting state funds for 
the support of grade schools to the 
districts in accordance with the num- 
ber of pupils enrolled, or of granting to 
country school districts relief from 
even a larger proportion of the per 
capite school expenditure than is 
afforded to town and city schools. 
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\ 
CONCLUSIONS 


Migrations affecting the farm pop- - 


ulation have occurred in response to 
economic conditions. During the de- 
pression years migrations from farm to 
farm were reduced, the reduction im- 
plying much distress but probably 
causing little. Migration from farm to 
town attained notable proportions for 
the first time in the history of the 
United States during this period, re- 
sulting in widespread diminution in 
the farm population and in the num- 
ber of persons engaged in agriculture. 

The transfer to town of persons 
whose requirements of foodstuffs and 
other agricultural products must be 
supplied by persons remaining on 
farms will doubtless help to advance 
the prices of farm products. Farm 
operators requiring hired help, how- 
ever, find this a mixed blessing. The 
proportion of prospective heirs to farm 
property, who are engaged in non- 
agricultural occupations, has probably 
been increased by the recent migra- 
tions. Even more than previously the 
non-agricultural destination of farm- 
educated youths calls for more satis- 
factory apportionment of the burden 
of taxes used in supporting primary 


in supporting some other objects o 


j 


and secondary education and eels o 


tax expenditure. 
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The Trend in Tenancy and Ownership 


By A. M. Loomis 
Secretary, American Dairy Federation, Washington, D. C. 


S time and space limits curtail 
very sharply the part of this 
important topic which can be here 
discussed, I wish to say at the outset 
that, so far as any specific study of the 
problem of tenancy by itself is at- 
tempted here, it will be in terms of 
number of tenant farms, and not size or 
values represented by these farms. 
This phase of the subject—the number 
of tenant families or units—is the crux 
of this problem so far as it affects the 
social influence of tenancy, and is a fair 
measure of its economic influence. 

The number of farms occupied by 
tenants in the United States enumer- 
ated in the 1920 census was 2,454,804 or 
38.1 per cent of all the farms therein 
counted. In 1910 the number of 
tenant farms was 2,854,676 or 87 per 
cent of all the farms counted in that 
census. In this decade the total 
number of farms increased by $7,000 or 
about 1.87 per cent, and 684,843 farms 
were counted in the 1920 census. 
With these figures in mind, the follow- 


pring is of interest: 


(1) Number of farms operated by their 
owners decreased about 28,000. 

(2) Number of farms operated by man- 
agers increased about 10,000. 

(3) Number of farms operated by tenants 
of various kinds (cash, share and 
, Share-cash, “‘croppers,” standing ten- 
ants, etc.) increased about 100,000. 


Michigan.. 86.2  Kansas...... 
Wisconsin. .... 10.6 North Carolina 
Minnesota 84.5 South Carolina 
. Towa......... : 8.5 Georgia... 
r North Dakota... ... 86.8 Arkansas 
South Dakota.. 35.4 Texas....... 
Nebraska,..,.....,.-- 8.1 Montana . 


. throughout the decade. 


This increase was 4.8 per cent of the 
number of tenant farms counted in 
1910, but only 1.6 per cent of the total 
number of farms. 

These figures, stated in terms of 
nation-wide application, do not bring 
out the real question involved, except 
to call attention to the fact that tenancy 
is actually and relatively increasing. 

There are state totals and compari- 
sons available. In the decade 1910- 
20, the census figures show that 
tenancy decreased in, or stood nearly 
without change in, all the New England 
states, New York, New Jersey, Dela- 
ware, Maryland, Virginia, West Vir- 
ginia, Pennsylvania, Ohio and Ken- 
tucky. The percentage of tenant 
farms increased in every state west of 
the Mississippi River, except in Mis- 
souri and Oklahoma, and also increased 
in Indiana, Illinois, Michigan and 
Wisconsin. In the southern states 
there was less change, but the percent- 
age was high in all of the southern 
group due to the prevalence of the 
“cropper” system, and remained high 
There was a 
slight reduction in Florida and in 
Alabama, almost no change in Mis- 
sissippi and Tennessee, and an increase 
in Georgia, North Carolina, South Car- 
olina, Louisiana, Arkansas and Texas. 

The percentage of increase by states 
was as follows: 


saat , 2.0 Idaho.... ... 110.2 
9.5 Wyoming. . 119 4 

11.7 Colorado.. .. 64.0 

8.4 New Mexico. . . 88.8 

11.1 Arizona.. . . 109 2 

sa Ups 5.8 Washington. . . 60.7 
Ia 177.6 California.... .. .. 38.5 
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In the states not named in this table, 
tenancy decreased in the 1910-20 
decade. 

The Bureau of Agricultural Econ- 
omics of the U. S. Department of 
Agriculture made a study in the early 
part of 1923, covering changes in farm 
occupancy, ownership and tenancy in 
1922.1 and this adds some data which 
increases the concern which might be 
aroused by the above showing. This 
study contains a tabulation of replies 
received, indicating that durmg the 
year 1922 tenancy increased in the 
following states by the percentage 
indicated: 


Maine...... 8 North Dakota.. 
Massachusetts 9 South Dakota .. 
New York 3 Nebraska 

New Jersey 2 Kensas..... ‘ 
Pennsylvania 1 Maryland. . 
Ohio .. 2 Virginia. 
Indiana. 2 West Virginia 
Michigan. 8 North Carolina . 
Wisconsin. 5 Florida . eA 
Minnesota 1 Kentucky .. 
Missouri... .. 1 Tennessee .. 


In the states not included tenancy 
decreased in 1922. This is an in- 
dicated increase in per cent ir a single 
year. Note the inclusion of several 
states which had indicated a decrease 
in tenancy m the previous census 
decade. Note also the inclusion of 
nearly ail thoze states which increased 
in that decade, the exceptions being 
South Carolina, Georgia, Lowa, Arizona, 
Utah, Washington and California. 

In an effort to bring the figures to 
date, I have applied the percentage of 
increase, as shown by the Stewart 
study of 1922, to the 1920 census 
figures. I realize that this is but an 
approximation, but it is the only study 
of which I can find a record indicating 
trend since 1920, which, as is well 
known, was a time of agricultural 


1 Preliminary Report on Farm Occupancy, 
Ownership and Tenancy, Charles L. Stewart, 
1928. 
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inflation partially ended by 1922. The 
Stewart figures represent a single year’s 
change, shown by replies to a question- 
naire sent to over 10,000 correspondents 
located in every agricultural county in 
the United States. Adding these per- 
centages to the increase shown for the 
decade of 1910 to 1920, and using the 
total to indicate the increase from 1910 
to 1924, results in what I am confident 
is an under-statement of the existing 
facts rather than an over-statement. 


TENANT AND OWNER FARMERS 


The result of this approximation 
indicates that at the present time, with 


7 Alabama. . 1 
4  Mhssiasippi .. 1 
3 Arkansas 1 
4 Louisiana. .. 1 
2 Texas. .. . 8 
1 Montana. 16 
6 Idaho. ... os 18 
1 Wyoming . . . 12 
8 Colorado . 12 
2 Oregon aa‘ 1 
2 


the exception of Colorado and Idaho, 
the states in which there is less than 20 
per cent of tenant farms probably 
include only the New England and 
Mountain groups. States with be- 
tween 20 and 80 per cent of tenant 
farms are New York, New Jersey, 
Pennsylvania, West Virginia, Virginia, 
Florida, Michigan, Wisconsin, Minne- 
sota, Colorado, Idaho and the Pacific 
group. States with between 80 and 40 
per cent of tenant farms are Kentucky, 
Ohio, Indiana, Missouri, North Dakota 
and South Dakota, and probably 
Delaware and Florida. States with 
more than 40 per cent of tenancy 
divide geographically into two fairly 
well-defined groups: 

(1) A midwestern group including 
Dinois, Iowa, Nebraska and Kansas. 

(2) A southern group including Ten- 
nessee, North Carolina, South Caro- 
lina, Georgia, Alabama, Mississippi, 


{ 
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Louisiana, Arkansas, Oklahoma and 
Texas. 

In the southern group this problem 
presents distinct aspects—the prev- 
alence of the “cropper” system 
previously referred to. In census work 
“croppers” are counted as tenants. 
In all statistical studies of this problem 
the predominance of “cropper” farms 
in certain states introduces a factor 
which must be segregated and studied 
by itself. Space in this paper does 
not permit this special treatment, ex- 
cept to say that it probably presents 
the most serious problem found in 
the whole subject of tenancy in the 
United States. 

The percentage figures quoted indi- 
cate the density of the problem, and 
when multiplied into the number of 
farms and the volume of agriculture, 
the result shows the extent of the 
problem. That is, an increase of 120 
per cent in tenancy in Wyoming, 
where there are comparatively few 
farms, has much less significance from 
a national standpoint—none the less 
significant, however, to those im- 
mediately concerned—than the 8 and 
9 per cent increase in Georgia and Ala- 
bama, where the number of farms is 
large. i 

All this assumes that a high per- 
centage of tenancy is not a desirable 
condition. Probably both sociologists 
and economists will agree on this. 
However, a certain amount of tenancy 
is inevitable. At present, and as far in 
the future as it is safe to predict, a 
considerable percentage of tenancy is 
a normal, steady condition in American 
agriculture. But where is the dividing 
line between the normal and desirable, 
and the abnormal and undesirable? 
What factors affect the place of this 
dividing point? Tenancy in New Eng- 
land averages less than 10 per cent; in 
New York, about 20 per cent; in Iowa, 
over 40 per cent. 


¢ 


From the standpoint of the farm as 
a home, farmers are better off by a 
considerable margin than their urban 
neighbors, for only 28.1 per cent of 
farmers rent their homes, while 60 per 
cent of all other homes are rented. 
Considering the farm family as an 
economic producing unit, almost 72 per 
cent of the farmers operate their own 
plants. It would be very difficult to 
ascertain what percentage of other 
family units owns and operates their 
own means of livelihood. 

Some effort to throw light on the 
problem as to just what is‘ undesirable 
about tenancy has been made during 
the past few years. Gray, Stewart, 
Galpin and others of the U. S. Depart- 
ment of Agriculture, together with 
investigators connected with various 
state colleges of agriculture and de- 
partments of sociology, have made 
studies of census material, taken sur- 
veys of various farm areas in widely 
separated parts of the United States, 
and have prepared careful reports, 
some of which have been published and 
others made use of in articles for cur- 
rent magazine and periodical publica- 
tion. These studies mostly concern 
the effect of tenancy on standards of 
living and on religious and social life. 
They are especially definite on stand- 
ards of living. Three points stand 
out distinctly in the published theses: 

(1) A considerably larger proportion 
of the family budget is spent for what 
are grouped together and called “‘ad- 
vancement”’ expenditures by owner 
farmers than by tenant farmers. 

(2) Comparatively little difference 
is found between the budgets of owner 
farmers and tenant farmers in those 
studies made outside of the “cropper” 
farmer area, except as to expenditures 
for “advancement.” 

(3) Inthe areas where the “cropper” 
farmer system is in the majority, the 
differences in living conditions are 
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found to be very markedly in favor of 
the owner in almost every detail. 
Among the other facts which have 
been developed, especially by the 
studies of Truesdell,? and supplemented 
by Gray, Stewart and others,’ is one 
which is of special importance, and 
which explains why it is inevitable and 
probably essential that a certain per- 
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centage of owners who were tenants or 
farm hands is far larger in the Middle 
Western states than elsewhere (75 per 
cent in Iowa in 1920). 

Corroborative evidence is found in 
the following table, showing the per- 
centage of tenants and owners at vari- 


ous ages, and this includes the “crop- 


per” tenants. 


‘Penoertags or Farm Ownuns Anp Farm TENANTS IN Various AGE GROUPS, 1920 Cunsus 


Age Group Owners Tenants 
Under 25 years 2.8 per cent 12.0 per cent 
25 to 84 “ 14.5 “ 81.1 e 
85 to i4 “ 24.2 s 28.0 z 
45to54 “ 26.4 A 18.4 S 
Over 55 “ 82.7 ah 12.5 E 


centage of tenancy should always 
exist. It is well known that a large 
proportion of the owner farmers of the 
country come to this estate through— 
perhaps because of—tenancy. A man 
who buys a farm, when entirely un- 
trained to the work, is at a great dis- 
advantage. Fewtry it. Most of them 
fail. Farm owners who succeed have 
had experience and training either on 
farms of relatives, or as farmer mana- 
gers, or tenant farmers with or without 
the added training in an agricultural 
college. The census inquiries develop 
at least a part of the data to show this 
to be true, and tenancy forms a very 
important part of it. 

The 1920 census shows that 58 per 
cent of all the farm owners counted in 
that enumeration had passed through a 
period of farm tenancy or farm work as 
wage hands, or both. Of the other 42 
per cent it is safe to assume that at 
least one-half of them had worked on 
their father’s farm or that of a near 
relative and that a good proportion 
were the sons of tenants. The per- 


2 Census Monograph IV: Farm Tenancy in the 
United States, Goldenweiser and Truesdell, 1924 

3 Farm Ownership and Tenancy (Separate from 
Year Book, U. S. D. A., 1928), Gray, Stewart, 
Turner, Sanders and Spillman. 


It is a good guess that if the number 
of “croppers” were not included in the 
computation, the number of tenant 
farmers in the United States over 55 
years old would be well below 2 per 
cent. 

Gray, Truesdell and others carried on 
this study ‘ to the figures in the 1900- 
10 census reports, finding almost 
exactly comparable results. But the 
study by states shows a wide diver- 
gence. Without burdening the reader 
with the detailed figures, this study 
showed: 


a decreasing percentage of tenancy from 
age group to age group, a rapid decrease for 
the northern and western states, and a 
slower decrease for the southern states 
with a much larger percentage of tenancy 
remaining in the age groups * 


in the southern states. 

Studies in the efficiency of tenant 
farming compared with that of owner 
farming have been made with some 
care, and do not indicate a difference as 
wide or important as is generally 
attached to this question. In fact the | 
indications are that the better farms, 


t Ibid. 2. 


F 8 Census Monograph IV: Farm Tenancy in 
the United States, p. 85. 
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farms with greater proportion of im- 
proved land farms and livestock to 
land, are in the hands of tenants, as 
indicated by 1920 census figures. 

To summarize, it appears from the 
general survey of the literature, the 
studies of census figures and independ- 


ent research regarding this question . 


that in its chief essence this problem is 
sociologic rather than economic. In 
this conclusion my personal experience 
and observation connrm the literature 
and research of others. Probably the 
most serious angle of the problem is 
that of the “cropper” farmer, and this 
it is evident is both economic and 
sociologic. ‘The second serious aspect 
in the problem is the high percentage of 
tenancy in certain states outside of the 
south. In a last analysis, the serious- 
ness of this disappears if the tenant 
farmers secure a fair proportion of 
“advancement” factors in their stand- 
ard of living, and if the evolution from 
tenant to owner remains at the rate 
shown by census figures. It is not 
likely in the period of low prices pre- 
vailing since 1921 that this has been 
maintained, but few statistics are 
available to show tais. The third, and 
perhaps the nationally serious, problem 
is: has the progress through tenancy to 
ownership either been halted or handi- 
capped by other considerations? 
There is a matter of national public 
policy involved at this time which 
needs both statement and explanation. 
It is that the ideal of American agri- 
culture differs from that which has been 
accepted or ‘reached by agriculture in 
any other land or time. That ideal 
is a maximum of farm-owning, farm- 
operating family units with such 
tenancy as exists maintained for the 
same purpose as apprenticeship in a 
skilled trade—the preparation for and 
the progress into ownership. This 
American ideal may or may not result 
in cheapest production or largest net 
revenue from land. ‘This ideal is for 


the land to be in large measure diviced 
into one-family farms with one family 
to the farm, the farm owned by the head 
of the family. In adherence to this 
ideal lies one of the greatest bulwarks 
of national safety. 

At present, however, this fut-ure 
American agriculture, as we conceive 
it, lies open to attack from three sides: 
(1) the demand of an overdeveloped 
industrialism for cheap production in- 
stead of good citizenship; (2) economic 
conditions which are increasing tenancy 
and retarding progress to ownership; 
and (8) economic and financial condi- 
tions which have brought about a great 
increase in land mortgage debt, so 
handicapping ownership that it is no 
better than tenancy. A fourth at- 
tack, of which space forbids considera- 
tion but which demands mention, is the 
tremendous increase in land taxation 
which already threatens to make owner- 
ship a mere mask for tenaccy at the 


will of the public. 


IncREASE IN LAND MortesaEe DEBT 


I will close this discussion with a 
brief survey of the question of the in- 
crease in land mortgage debt, because 
of its intimate relationship tc the whole 
problem of tenancy and ownership. 
Figures seem to indicate that the inter- 
est burden at this time practically 
equals the rent burden, and the evidence 
is undisputable that its increase is far 
more rapid. 

For the material now to be used I am 
indebted to the census figures for 1910 
and 1920; to their analysis by Pove; ° 
to his independent studies and data; 
and also to his unpublished manu- 
script prepared for the Census Bureau, ' 
to which I have had access through 
the courtesy of that Bureau and the 
author. T 

Farm mortgages on owner farms 
were the subject of definite inquiry in 


M Unpublished Census Monograph on Farm 
Mortgage Debt in the United States, Jesse A. Pope. 
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both the census of 1910 and 1920. 
Farm mortgages on tenant farms were 
not -isted in either, but have been the 
subject of an independent study by the 
Census Bureau. This study was under 
Mr. Pope’s direction. He also con- 
ducted a careful inquiry into the 
amount of inflation of values found in 
the 1920 farm census figures, and 
reached the conclusion that the ap- 
praisals made at about that time by the 
Federal Farm Loan Board offered the 
most accurate index. He found these 
appraisals were 30 per cent below the 
census farm values for 1920. In using 
number, rather than value, of tenant 
farms, thus far in this paper, I have 
sought to avoid whatever error might 
lie in the census values for 1920. 

From the data thus made available 
the following table is presented: 


page the exact census figures are used 
for values, and the census figures and 
the Pope figures to indicate the amount 
of mortgage debt on both owned and 
tenant farms. 

It is self-evident what a tremendous 
increase would be shown if, instead of 
the census values being used as the 
basis for these computations, the 70 per 
cent correction had been applied. 

Not only has the mortgage debt 
risen rapidly, and much more rapidly 
as shown than farm values in every 
section of the United States, even on 
the inflated 1920 level, but in the same 
decade the mortgage debt has en- 
croached on much land that was free 
from debt in 1910. I have adapted 
from the statistics brought together by 
Pope a graphic chart showing this in 
some detail. (See next page.) 


Farm VALUES AND Distrrpurion or Farm Mortraaae DEBTS 








1910 1920 = o 
(000 omitted) (000 omitted) (000 omitted) 

Value all farms . $34,801,100 $66,816,000 $46,421,200 
Owned farms ; 29,823,900 42,529,400 29,770,580 

Free from mortgage 14,727,200 23,823,900 16,126,110 

Mortgeged . . 9,096,700 19,482,200 18,444,540 

Amt. of mortgages 2,483,400 5,672,200 5,672,200 
Tenant farms .... 10,977,200 23,786,600 16,640,620 

Free from mortgage 8,452,500 16,276,300 11,398,410 

Mortgaged . . 2,524,800 7,510,200 5,257,140 

Amt. of mortgages. 689,300 2,185,500 2,185,500 
Total of mortgages $3,172,700 $7,857,700 $7,857,700 
Per cent of mortgages: 

On all land value. . 9.1 11.8 16.9 

On mortgaged land... .. 27.3 29. 41.5 





* The figures in this column are obtained by correcting all value figures on land in column two to 
.70 per cent. No correction is made in amount of mortgage debt. 


Like the tenancy figures for the 
country as a whole, the above figures 
are not a correct index of what took 
place in various sections of the United 
States. In the table on the following 


A study of such data as are available 
seems to indicate that 1924 values can 
be about estimated on the basis of a 80 
per cent reduction from the 1920 cen- 
sus figures for farm values. Since 


e 


Pa 
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Increase IN Land VALUES COMPARED wirn Increas® IN Fanm Mortaaare 1910 to 1920 





Geographical Section Value Tenant 
United States... 90.6 217.1 
New England. . 27 7 21.8 
Middle Atlantic . 22.9 —0,8* 
East North Central... 68 3 110.5 
West North Central. 110 7 258.7 
South Atlantic ..- 109.2 229.8 
East South Central . 110.8 266.9 
West South Central 101.8 194.8 
Mountain.. 189.7 858.7 
Pacific . 88 4 218 6 





* A minus sign (—) indicates a decrease. 


Chart showing relationship between value of tenant farms, and owned farms, 1910, 1920, ard 
corrected figures for 1920 values, mortgages on owned and on terant farms, and -alue of land subject 
to mortgage debt and free from mortgage debt. 


VALUE OF 
OWNED EA 


*Carrected to 30% Depreciation in Farm Land Values. 
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January 1, 1920, there has been a tre- 
mendous increase in the amount of 
farm mortgages in the United States, 
but statistics are not available, and will 
not be available until the January 1, 
1925, agricultural census figures are 
collected, tabulated and made ready 
for publication. That such a census is 
about to be taken is a matter for con- 
gratulation. 

It is not possible to even approxi- 
mate the increase in mortgage indebt- 
edness in the past five years. In the 
corn, wheat, hog and range country, 
it will certainly amount to large figures. 
These figures are needed to bring this 
picture to its present color, without 
making any allowance for the increase 
in mortgages since 1920. But using 
the corrected figures for farm values, 
the following data are the final convine- 
ing proof of the gravity of the mort- 
gage problem as affecting the trend 
of tenancy and ownership. 


The increase from 1910 to date in the 
value of owned farms is from 23.8 billion 
dollars to 29.7 billion or 24.8 per cent. 

The increase in mortgage debt on owned 
farms is from 2.48 billions to 5.67 billions 
or 128 per cent. 

The increase in the value of tenant farms 
is from 10.9 billions to 28.7 billions or 116.7 
per cent. 

The increase in mortgages on tenant 


farms is from 689 millions to 2.18 billions 
or 217.1 per cent. 


We need studies on the influence of 
farm mortgages, as well as of farm 


tenancy, on the standard of living in 


farm homes. The figures show that a 
tenant farmer, outside of the “‘crop- 
per” class, is more likely to become an 
owner, than an owner with a mortgage 
1s to become a free unmortgaged owner. 

The operators of farms valued at 65 
per cent of all the farm values in the 
United States were paying either rent 
or interest on all or some part of their 
land in 1920. In 1910 this was the lot 
of only 57 per cent. In that period 
tenancy had increased only 8.8 per 
cent. The remainder of this increase is 
accounted for by the increase in amount 
and area of mortgage debt. The two 
subjects together constitute one of the 
most pressing national problems— 
unless the ideal of American agricul- 
ture for a maximum percentage of free 
family farm-owning units is abandoned. 

It is doubtful if making ownership 
easy by either Federal, or state, or 
officially supervised “land credit” 
plans goes far toward a solution. The 
two problems, tenancy and mortgage 
debt, must be considered together. It 
is not possible to successfully work 
them out separately. 


Aoriouiiigal Credit Paclitice Ave They Ane 


By A. D. WELTON 
Continental and Commercial Bank of Chicago 


HE banking organization of the 
United States has undergone radi- 
cal changes since 1913. The first step 


toward a scientific system was the: 


passage of the Federal Reserve Act, 
December 23, 1918. This Act has been 
amended in several instances, but so 
_ far as its great purpose is concerned, 
the amendments are important only 
in aiding to achieve it. That purpose, 
whatever the wording of the preamble 
of the law, was to create an elastic 
currency and to give the country a 
system of true reserve banking. 

The Reserve System, designed as 
an aid to business, has been of benefit 
to the farmer, who is also a business 
man, just as it has been of benefit to 
all other men engaged in business. 

The next step in the reorganization 
of the nation’s cedit machinery was 
the passage of the Federal Farm Loan 
Act onJuly 17, 1916. ThisActhas been 
amended on three occasions. The first 
and second touched minor matters 
necessary to practical operations. The 
third, in 1923, brought into existence 
the so-called Intermediate Credit Banks 
and their affiliated institutions. 

The Federal Land Banks, the Joint 
Stock Land Banks and the Inter- 
mediate Credit Banks, with the co- 
operative financiel associations author- 
ized, are all products of the Federal 
Farm Loan Act. All are under the 
supervision of the Federal Farm Loan 
Board and all do business only with 
or for the direct benefit of farmers. 
They have to do only with so-called 
rural credits. 


EmerGency MEASURES 


Other financial machinery has been 
set up in the meantime and has been 
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brought into action to improve -ina.- 
cial conditions in the agricultural 
districts. It is, however, emergen-y 
machinery and will probably pass oat 
of existence in the near fcture. It is 
interesting as showing the concern of 
government and bankers over a condi- 
tion of localized distress and is valuakle 
as illustration of what could be set 
up at any time by law or Ly voluntary 
action in an emergency. 

The first agency calling for considera- 
tion is the War Finance Corporatien, 
organized during the war for no reason 
that experience with it Las justified. 
It performed no services of par‘icu_ar 
value during the war but, in fhe 
efforts of its sponsors and directors to 
find something on which it could 
function, opportunity came wich -he 
depression in the spring of 1920. 
Country banks, having farmer cus- 
tomers, were particularly hard ait. 
They valled their loans and not in- 
frequently offered as ar excuse for 
their action the statement that the 
Federal Reserve Banks were caling 
on them to pay, whether the Reserve 
Banks were doing it or not. Tkere 
is no doubt, however, that the banks 
were filled with slow paper, or taat the 
farmers could not pay. The War 
Finance Corporation performed a eal 
service in that emergency. It took 
from the distressed banks millon: of 
dollars’ worth of slow paper, but the 
losses of the Corporation were negli- 
gible. Instead of piling up bad peper 
in its portfolio, the manazement of the 
War Finance Corporation made sure, 
through the processes of renewal and 
substitution, of having the best 3ort 
of collateral, The Corporation got 
the cream and the borrowing benks 
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kept the skimmed milk. Banking, with 
the War Finance Corporation, was 
strictly business and entirely devoid 
of eleemosynary trimmings. 

In the emergency of 1924 the Inter- 
mediate Credit Banks performed some 
service and 2 voluntary organization 
composed chiefly of New York, Chica- 
go and Twin City bankers went to the 
rescue, also in a strictly business way. 

It is unlikely that any such emer- 
gencies will recur. If they should, 
they would doubtless be met in 
similar ways, but probably not by the 
War Finance Corporation whose char- 
ter will soon expire by limitation. 

These unusual methods ‘are likely 
to become as obsolete, in the near 
future, as the Aldrich-Vreeland Emer- 
gency Currency Act, or the older 
method whereby the Secretary of the 
Treasury made deposits of public 
fonds in banks “for crop-moving 
purposes.” Under the old bankirg 
scheme that was the popular way of 
returning funds, which the govern- 
ment collected regardless of its needs, 
to commercial channels. Often such 
deposits were well made and oiten 
they had a strong political odor. The 
practice survived the establishment 
of the Federal Reserve Banks, but nct 
lang. Once those banks were in full 
operation such conduct became pa- 
tently political and it just naturally 
curled up and died after “crcp-moving 
funds” were deposited in the banks 
of Washington, D. C., to relieve the 
distress of savings depositors in a bank 
on the verge of insolvency. 


PERMANENT AGENCIES 


For the farmer, then, since 1913, the 
following banking agencies, sound in 
form and design and permanent in 
character, have been authorized and 
es-ablished: 

The Federal Reserve Banks. 
The Federal Land Banks, 


The Joint Stock Land Banks. 
The Federal Intermediate Credit 
Banks. 


RESERVE SYSTEM PRIMARILY 
COMMERCIAL 


As was stated previously, the farmer 
is participant in the benefits of the 
Federal Reserve System. The farmer 
is a user of commercial credits and, 
indirectly but not less truly, he benefits 
from the order, precision and certainty 
that the Reserve System brought to 
commercial banking. The financing 
of the cotton crop, the movement of 
the grain crops, the installation of 
acceptances, the assurance of ample 
supplies of currency were matters 
to which the framers of the Reserve 
Act and the supervisors of the System 
gave early and earnest study. 

Considered in its relation to the 
farmer it must be remembered that the 
Federal Reserve System is frankly a 
scheme of commercial banking and 
nothing else. It can make only short 
time loans against the security of 
commodities or merchantable goods. 
The making of loans against govern- 
ment bonds and securities is really 
a distortion of the purposes of the 
Act. There were scant amounts of 
such securities in existence when the 
Act was passed. The war and its 
financial consequences were beyond 
the contemplation of the framers of 
the Act. Loans secured by govern- 
ment war obligations were the result 
of war financing and the sooner they 
disappear the better it will be. How- 
ever, nothing is clearer testimony of, 
the efficiency of the Reserve System 
than its proved capacity to carry this 
burden and at the same time meet the 
requirements for commercial credits. 


RESERVE Banks AND DEFLATION 


Any discussion of the operations of 
the Federal Reserve Banks in relation 
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to the farmer would be incomplete 
without reference to the assortment 
of wild charges and allegations about 
its “deflation of the farmer.” Those 
charges and allegations have been 
reiterated in the face of the facts 
and the figures. In the liquidation 
that began in the spring of 1920, the 
farmer suffered in common with all 
business men, perhaps no more, per- 
haps a little less. 

The charges are that the Federal 
Reserve Board, under some prompt- 
ing of ignorance or malice or both, 
forced deflation’ and made no effort 
whatever to ameliorate the farmers’ 
woe. 

The facts are that neither the Fed- 
eral Reserve Boerd nor the Federal 
Reserve Banks did any such thing. 
Both loans and Federal Reserve notes 
were expanded and again expanded 
during the period of distress. The 
peak of the expansion was reached 
after the period of depression had been 
under way for a number of months. 

The fiercest criticism of the conduct 
of the Reserve Board and Reserve 
Banks has come from Iowa. The 
borrowings of Jcowa banks, members 
of the Reserve System, reached their 
peak in January, 1921, and had ad- 
vanced steadily to that peak from the 
February preceding. Between May 
15 and December 11, 1920, the price 
of Iowa corn declined $1.88 a bushel, 
but the loans to Iowa banks expanded 
$33,142,000 in the same period. While 
the price of Iowa hogs was declining 
44 per cent between September 20 
and Decermber 11, 1920, loans to Iowa 
member banks expanded 87 per cent. 
The figures could be given for other 
commodities, but those cited show that 
it was the policy of the Reserve Banks 
to give all assistance possible. And 
they did in fact give such assistance. 

The case cannot be fully stated, 
however, without considering the finan- 
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cial burden that was placed on the 
Federal Treasury by the war and the 
policy of the officials in charge. The 
Reserve Board was ander great and 
constant pressure fran those officials. 
The belief now is that the Federal 
Reserve Board woulc have been glad 
to take steps early in 1919 to check 
inflation and, had it done so, it would 
have avoided some of the deflation 
which was certain come and did 
come a little over a y=ar later. 

By the middle of 1919—after the 
sag in business the Srst two months 
of the year and th- precipitate rise 
immediately followiag—most econo- 
mists and some brsiness men and 
bankers felt that th2 inflation which 
was plainly under way should be 
checked. The most effective warning 
and preventive, they agreed, would be 
a moderate increase i. rediscount rates. 
These far-sighted osservers felt that 
an ounce of preventDbn was necessary. 
But it is an open secret that the 
Treasury Departmert felt differently. 

The Treasury wisted to keep up the 
price of Liberty Boads, which meant 
keeping interest rate down. To keep 
interest rates down t put pressure on 
the Reserve Board #o keep rediscount 
rates down. It disr=garded the opin- 
ions of the ablest stadents of business 
and banking. Infla-ion swept on un- 
checked. 

On November 3, B19, after specula- 
tion in Wall Stree- had reached its 
peak, the New Yok Reserve Bank 
raised its rediscourt rate from 4 to 
42 per cent. It was not until Febru- 
ary of 1920 that tLe rediscount rate 
on 90-day paper was raised from 42 
per cent to 6 per zent by the New 
York Reserve Banx. On May 29, 
it was raised to 7 fer cent. By that 
time inclation had gone so far that the 
drop into depression had begun. It 
was the old story of locking the stable 
after the horse had been stolen. Mr. 
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Benjamin Strong, Governor of the 
Federal Reserve Bank of New York, 
has virtually admitted this to be the 
case in his testimony before the Joint 
Commission of Agricultural Inquiry 
(pp. 502-503): 


Governor Strong. Through all of that 
period our policy was necessarily affected 
by the necessities of the Treasury, but on 
the other hand, I believed then, and I 
believe now, that the basis, the fundamen- 
tal basis of restraint upon speculation rests 
upon the cost of credit, and that the policy 
of raising our rates was necessary and 
justified, and without the adoption of that 
policy this expansion which took place 
would have gone to unparalleled levels. 

Senator Lenroot. ‘Then leaving out of the 
question for the moment the necessities 
of the Treasury, if this action had been 
taken directly following the Armistice we 
would have been much better off? Or I 
may put it this way: As soon as it was ap- 
parent that this wave of speculation was 
on, following the Armistice, if this action 
had been taken we would have been much 
better off? 

Governor Strong. Well, sir, I wish I 
might answer that question directly and 
categorically, but it is an exceedingly diffi- 
cult one to answer, Senator. 

Senator Lenroot. Well, if it had the 
effect in December, 1919, that you say, 
would it not have had the same effect 
earlier without reaching these high levels? 

Governor Sirong. Yes; but it might have 
had very much more unfortunate effects 
in other directions. 

Senator Lenroot. I was leaving out of 
consideration the Treasury for the moment. 

Governor Strong. If you leave out of con- 
sideration the Treasury——and that is, of 
course, a most exceedingly important con- 
sideration, affecting the welfare of the 
country— 

Senator Lenroot. Yes— 

Governor Strong (continuing). I should 
say that an increase in discount rates at 
the period when the decline was suffered, 
from January to March of 1919, to which 
I have referred— 

Senator Lenroot (interposing). Yes; that 
is what I mean— 
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Governor Strong (continuing). Would 
have been as close to an ideal 100 per cent 
policy of perfection as could have been 
ado >ted. 

Senator Lenroot. Then, looking back— 
and hindsight is always better than fore- 
sight—would it not have been better to 
have paid a higher rate on our Treasury 
obligations and put in that policy back in 
191g? 


Under this interpretation of condi- 
tions there may be a division of re- 
sponsibility but, in any event, the 
Reserve Banks are exculpated even 
if tke Reserve Board erred in yielding 
to the Treasury and the Treasury erred 
in it3 desire to keep down interest rates 
on its obligations. In any event the 
farmer, however disastrous the conse- 
quences to him, merely bore a share of 
the common burden. l 


Farm Loan Act EXCLUSIVELY 
AGEICULTURAL 


The Federal Farm Loan Act has no 
purpose at all except to help the farmer. 
So far as may be, it points the way to 
a solution of the problem of invest- 
ment banking for the agricultural 
sections. It has, of course, ‘made in- 
roads on the business of the private 
lenders on farm mortgages, but these 
concerns still do the greater part of 
the business. 

The farm mortgage indebtedness on 
farms operated by their owners was 
placed at four billion dollars in the 
census figures of 1920. These mort- 
gages were divided into classes accord- 
ing t> lenders as follows: 


Owned by insurance com- 


panies <0 bhi ee ais $1,000,000,000 
By savings banks, trust com- 

panes and local banks...... 1,000,000,000 
By institutions, endowments, 

BiG eb EETA oes 300,000,000 
By pr.vate individuals ....... 250,000,000 
Local loans, real estate con- 

tracts, ett... nk ectesascuss 1,450,000,060 
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Recently the total farm mortgage 
indebtedness was placed at nine billions 
by astatistical bureau. From the time 
of their organization until October 
$1, 1924, the Federal Land Banks had 
made 382,907 farm loans, aggregating 
$1,019,444,148. The 66 Joint Stock 
Land Banss had made 61,500 loans 
aggregating $4'78,326,855. The total 
number of loans made by these agen- 
cies, therefore, was 394,407 as of Oc- 
tober 31, 1924. The total amount of 
these loans was $1,497,771,003, or 
about 16 per cent of the nine billion 
dollar total mortgage indebtedness. 

Omitting the sentimental] and altru- 
istic arguments with which the discus- 
sion of every rural credit scheme is 
heavily charged, it is interesting to 
note that the average life of a farm loan 
made by loan brokers is about four 
years. Under the old plan there were 
in renewals and new loans every year 
not less than one billion dollars in 
mortgages on which commissions and 
expenses of various kinds were collectéd 
by the local agents. Such costs often 
amounted, as determined by careful 
estimates, to $50,000,000 a year. 

Under the old order the greater part 
of what are termed ‘‘commercial mort- 
gages” passed through from two to ten 
hands before reaching the final in- 
vestor. Each of them took his toll 
and the toll was governed only by the 
necessities of the borrower. 

It has been said that there are 6,000 
mortgage dealers in the United States. 
If country lawyers, land brokers and 
any one who hangs out a sign, “Money 
to Loan on Farms,” are all counted, 
the estimate is perhaps correct, but 
it is doubtful if there are 500 individuals 
and concerns in the country whose 
financial standing, experience and in- 
tegrity are sufficient to warrant the 
confidence of the public. 

Long before the Federal Farm Lean 
Act was passed, the short term farm 


mortgage as an instrument of credit 
had outlived its usefulness. It may 
have had a fair place in the financial 
scheme in the early cays but, although 
based on the souncest of values, it 
never became a liquid asset in the hands 
of the investor. It could be sold if it 
chanced that the owner could find 
some ore who wished an investment 
of that kind for that amount at that 
time. And the investor living hun- 
dreds of miles from tLe farm could have 
no perscnal knowled ze of the security. 
There were no rule:, no supervision; 
the investor was dependent on the 
mortgage dealers or loan agents and 
their integrity migat be dulled by 
their interest in making sales. Of 
course there were cases of forgery, 
duplication of mortgages, misapplica- 
tion of funds, ete. 

Under such circurastances the farm 
mortgage could have no assured posi- 
tion in the investment field. And the 
farmer-borrower wes always at a 
disadvantage. He “vas compelled to 
sign obligations wkich he knew he 
could not meet at meturity and ta sub- 
mit to all sorts of exactions. By a 
system of overlapping mortgages and 
mixed maturities it was possible to 
split up a sizeable mortgage on a good 
farm so that its owner would always 
be at the mercy of tne loan agent. 

One of the evil influences of this 
system, and it was a system despite the 
number of reputabl= and responsible 
concerns in the farm loan business, 
was the refusal of thousands of tenant 
farmers to continue in the business of 
farming. Another influence was to 
tempt competent anc experienced zarm- 
ers into land speculation. They knew 
they could never me=t the loans on the 
terms laid down; they counted, there- 
fore, on selling the land they had mort- 
gaged. Their best eforts were given to 
putting land in condition to sell that 
they might make a profit as large and 
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as soon as possible, Their local inter- 
ests were negligible or fleeting and they 
were ready to move on very short 
notice. 

It is not surprising that the Federal 
Farm Loan Act stated as its purpose 
“to provide capital for agricultural 
development,” not in the interest of 
any class but for the benefit of the 
whole nation. It was intended to cor- 
rect the evils and the maladjustments 
wrought by the old system. This was 
to be accomplished not only by pro- 
viding another method of borrowing 
but, by competition and by example, to 
force the old system to correct its ways 
and eliminate the abuses. 

Interest rates, commissions and the 
expenses of making loans were therefore 
reduced, eliminated or made certain. 
Investigations and appraisals were 
systematized. Through organization 
of co-operative associations, member- 
ship in which was necessary before ap- 
plication for a loan could be made, and 
compulsory ownership of land bank 
stock by a borrower, neighbors were 
interested. Supervision by the Federal 
Farm Loan Board added a new assur- 
ance and, most important of all, the 
issuing of bonds against mortgages 
deposited with that Board provided 
desirable securities in convenient de- 
nominations for the investment market. 
Moreover, the amortization of loans by 
convenient payments over a period of 
83 years gave borrowers assurance of 
rewards for permanency. Farmers 
were to be left the task of conducting 
the business of farming. 

An opening was left for responsible 
and experienced farm loan men to con- 
tinue in business under the new scheme 
by organizing Joint Stock Land Banks. 
Thus new and better agencies for 
making loans on farm mortgages were 
devised and the old ones were to be 
put on their mettle if they were to 
survive. 


Dirricuttiss oF FEDERAL LAND 
Banks 


It would be beyond the realm of 
practical banking if such a scheme of 
lending money could be brought into 
existence without troubles or could be 
got into operation without grief. The 
troubles indeed were many and the 
griefs disturbing. The Federal Farm 
Loan Board was made a bureau of the 
Treasury Department. This was a 
departure from precedent because the 
Federal Reserve Board is an independ- 
ent organization. Whether this was 
fortunate or unfortunate, it opened the 
door for accusations of paternalism and 
class favoritism. The Federal Land 
Banks were barely under way when the 
nation became involved in the war. 
The country’s financial power was be- 
ing tested and, in the face of entire new- 
ness and some opposition, the first 
issues of farm loan bonds met with 
scant favor. 

The Treasury was given authoriza- 
tion to buy them as it was also author- 
ized by the law to provide the capital 
for the Federal Land Banks. Of the 
original $9,000,000 stock of the twelve 
Land Banks the Treasury still holds 
$1,670,000 and on July 31 last it still 
owned $%101,000,000 of bonds. The 
Federal Farm Loan Board is still con- 
fronted by the task of ridding the 
Treasury of these securities. 

Naturally political difficulties were 
plentiful. Many members of Congress 
saw or thought they saw in the Federal 
Land Banks an opening through which 
other paternalistic schemes could be 
passed. There was a great coterie of 
public men and agricultural leaders 
who were blind to the fact that finan- 
cial institutions must be conducted 
according to sound banking principles. 
They had been swayed by the argu- 
ments that the Federal Land Banks 
were some kind of charitable enterprise 
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and, by magic or mystery, could make 
loans to insolvents with safety. In 
all such plans there are promises in 
the preliminaries that lose their flavor 
in the practice. The conduct of 
the Federal Land Banks, or any 
banks, leaves no room for sentimental- 
ism. 

The old farm mortgage men were 
annoyed by the new order and annoy- 
ing to it. They were particularly con- 
cerned over the exemption of the bonds 
of both Federal Land Banks and Joint 
Stock Land Banks from taxation. 
The Farm Mortgage Bankers Associa- 
tion has been the most active and 
persistent advocate of legislation that 
would change this or a constitutional 
amendment - that would forbid it. 
Superficially it may seem unfair, but 
there is so much to be said against a 
change that, as yet, none has come. 
And it may be doubted if a change 
ever comes. When the law says that 
the loaning bank may not charge on 
its mortgages a rate of interest “ex- 
ceeding by more than one per centum 
the rate of interest established for the 
last series of farm loan bonds issued 
by them,” and the payment of the 
bonds is guaranteed by all their re- 
sources, there must be some induce- 
ment held out to bring capital to such 
enterprises. The only compensation 
the government could offer was to 
have the bonds tax-exempt. There 
may be some other way but it seems 
not to have been suggested. Under 
our imperfect tax laws, farm mortgages 
are not declared for taxation. If they 
were, no one could afford such invest- 
ments. Itis part of the business of the 
loan broker to assist his client to evade 
taxes. But this broker or lender is the 
most vociferous opponent of tax ex- 
emption for bonds issued by Federal 
Land Banks and Joint Stock Land 
Banks, 


LEGAL Status OF JOINT Stock LAND 
BANES 


The Joint Stock Land Banks were 
off to a bad start. The first one was 
organized at Sioux City, Iowa, April 4, 
1917, less than a year after the passage 
of the Act. Between that date and 
December 4, 1919, thirty-one Joint 
Stock Land Banks were chartered. 
Charter No. 32 was granted to the 
Columbus, Ohio, Joint Stock Land 
Bank, February 23, 1922. In the 
meantime came the legal test. 

There were early doubts of the con- 
stitutional power of Congress to set 
up any kind of banking system or 
banking machinery. The point was 
settled in the cases of McCuiloch v. 
Maryland (4 Wheaton 316) and Osborn 
v. Bank (9 Wheaton 738) by Chief 
Justice Marshall, who found authority 
for such action by Congress in the 
broad general powers conferred by the 
Constitution upon the Congress to 
levy and collect taxes, to borrow 
money, to regulate commerce, to pay 
the public debts, etc. 

The makers of the Federal Farm 
Loan Act anticipated legal proceedings 
by making the Federal Land Banks 
government depositaries and their 
bonds the instrumentalities of the 
government. However, a suit was 
brought. It was claimed that the 
Federal Farm Loan Act was beyond the 
constitutional power of Congress. 

A decision was handed down by the 
United States Supreme Court in Feb- 
ruary, 1921, affirming that of the Dis- 
trict Court of the United States for the 
Western District of Missouri. 

After that decision the orgenization 
of Jomt Stock Land Banks proceeded 
with some rapidity. Forty were organ- 
ized in 1922 and nine in 1923. Six 
have been liquidated, one is not operat- 
ing and there have been several con- 
solidations. 
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MANAGEMENT OF FEDERAL LAND 
BANKS 


If the management of the Federal 
Land Banks has been as faulty as its 
hostile critics declare, the evidence 
must be found outside the statistics. 
Anything new is likely to show defects. 
There is usually a wide spread between 
what the law authorizes and what is 
learned from experience. It was a rea- 
sonable expectation that politics would 
handicap operations in the first stages 
of practice, but it is true that the per- 
centage of the amount of loans made 
by the Federal Land Banks to those 
foreclosed has been less than three- 
fourths of one per cent. In the Joint 
Stock Land Banks it has been about 
one-half of cne per cent. Among life 
insurance companies which meke farm 
loans the percentage is much smaller, 
in several cases as low as 5-1000 of one 
per cent. 


INTERMEDIATE CREDIT Banks 


However, the friends of the farmer 
were not satisfied to solve his invest- 
ment banking problems by the Fed- 
eral Farm Loan Act and his commercial 
banking problems by the Federal Re- 
serve Act. They insisted that the 
farmer siill had inadequate credit facili- 
ties. Whenever the farmer is in a bad 
way, the cause for it is not sought in 
drought or flood or plant disease or 
cattle disease. but in the credit field. 
Lack of credit, usually credit to the in- 
solvent or half solvent, is held the 
cause of all the farmer’s ills. If, by any 
chance, it isn’t the cause, it is always 
the remedy. So the Federal Inter- 
mediate Credit Banks came as the re- 
sult of an amendment to the Federal 
Farm Loan Act, entitled the Rural 
Credits Act of 1923. 

Even a casual reading of this Act 
shows that the Intermediate Credit 
Banks are similar to the War Finance 


Corporation in scope and method of 
operation. In other words, the Inter- 
mediate Credit Banks carry over into 
the permanent agricultural credit ma- 
chinery the facilities offered by the 
emergency legislation, Section 24 of 
the War Finance Corporation Act. 
This was known as the agricultural 
credits section. 

Loans may be made by the Inter- 
mediate Credit Banks for not less than 
six months or more than three years’ 
duration. Loans by the War Finance 
Corporation could have the same life. 

Loans may be made by the Inter- 
mediate Credit Banks to banks, trust 
companies and co-operative associa- 
tions—to substantially the same organ- 
izations that the War Finance Corpora- 
tion made loans. 

The capital stock of the Intermedi- 
ate Credit Banks “shall be subscribed, 
held and paid by the government of the 
United States.” In other words, the 
capital is furnished by the government, 
just as it was in the case of the War 
Finance Corporation. Each of the 
twelve Federal Intermediate Credit 
Banks has an authorized capital stock 
of $5,000,000. 

It is unnecessary to give further de- 
tails about the Intermediate Credit 
Banks. The points of similarity to the 
agricultural credits section of the War 
Finance Corporation are striking. The 
latter was passed to take care of 
“frozen ” agricultural credits that could 
not properly be carried by the Federal 
Reserve Banks, because that would 
have destroyed the commercial char- 
acter of these banks. 

Those students who have contended 
that the commercial character of the 
Reserve Banks should not be impaired 
by having grafted on to the Reserve 
Act an amendment requiring loans of an 
investment, or semi-investment nature, 
can find relief in the fact that the 
Intermediate Credit Banks have re- 
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, moved this danger. Moreover, there 
is doubtless a need for just this sort of 
banking, which is not strictly commer- 
cial and yet is not in the same class as 
the mortgage loan business. 

The twelve Federal Intermediate 
Credit Banks, on November 29, 1924, 
had direct loans outstanding to the 
amount of $44,258,748. Rediscounts 
were listed as follows: 


Agricultural Credit Corporations. $10,841,736 


National Banks................- 28, 696 
State Banks........... ..... 0. 876,242 
Livestock Loan Companies.. . 7 443,629 
Savings Banks and Trust Com- 
PANIES: y oii: Si ee. Loan 175,444 
Co-operative Associations.. .... . wane. 
Total siias sene aeinn saN $19,364,745 


The total of direct loans and redis- 
counts was $68,628,872, a relatively 
small amount as compared with the 
loans of just one of the largest banks in 
the Middle West. 


CURRENT ASSUMPTIONS 
The Federal Intermediate. Credit 


Banks came into legal existence as the 
result of a pair of theories. One is that 
the ordinary banks in the agricultural 
districts cannot give long term credits. 
The second is that the term of paper 
eligible to rediscount by the Reserve 
$ Banks is too short for the farmer. The 
former will remain a theory until actual 
figures have been obtained not only 


from those who zomrp.ain about not 
getting long term credits, but from 
those who meet cr wisa to meet their 
notes when due. Too much in regard 
to credit to farme-s ha: been taken for 
granted; too muca of tne gossip which 
passes for information has come from 
the political frien 1s of zhe farmer. 

The conditions whic mark paper as 
eligible for rediscount at the Reserve 
Banks have alwazs been the subject of 
heated argument Th- initial mistake 
was in fixing an} tern as a condition 
to eligibility. In. prac ice the average 
maturities of pap r red.scounted marks 
the character of the business done in 
the Reserve Diszrict.. It is shortest 
usually in the 3ostcn District and 
longest in Minneapoli. If the matu- 
rity of paper offer=d for rediscount were 
stricken from ths law and officials of 
the Reserve Barks were to use their 
discretion in ac@ptinz paper offered, 


the average maturities would probably 


stand about wheze they do now. 

There will prcbabl- be more rural 
credit legislation and perhaps further 
development of tLe Intermediate Credit 
Banks. There sre many students of 
the farm credit sLuatien who have con- 
cluded that the zreatest reform would 
be the adoption əf the Chinese custom 
of paying all curpent d=bts once a year. 
Such a scheme would >erhaps be more 
beneficial to the farmer than to keep 
him eternally at Ixior’s task. 


Farmers as Managers’ 


By W. M. JARDINE 
President, Kansas State Agricultural College 


ARMING is a complex business. 

Many forces, some of which the 
farmer can control, others of which he 
cannot control, enter into it. Mana- 
gerial ability in farming consists in 
controlling the controllable forces and 
adapting the farm business to the 
uncontrollable ones. 

The farmer must exercise mana- 
gerial ability from the time he starts 
the farm enterprise. He must decide 
the quantities of land, labor and 
capital to be combined in the farm 
business. This constitutes organizing 
the busixess. In organizing it he not 
only determines the size of unit to be 
operated but chooses the enterprises 
to be included. ‘These enterprises are 
crops anc livestock. 

Following the organization of the 
_ business comes the problem of operát- 
ing it efficiently. In operation the 
farmer seeks to secure the most eff- 
cient production of crops and livestock 
and to dispose of these products 
advantageously. 

In both organization and operation 
of the farm business the farmer is con- 
fronted with the problem of securing 
the funds needed for these purposes. 
This is his finance, or credit, problem. 

The success attained by farmers is in 
proportion to the wisdom they exercise 
in organizing their business—that is, 
in choosing the combination of land, 
labor and capital and in devoting 
these resources to the production of 


1The author desires to acknowledge the valu- 
able assistarce of Waldo E. Grimes, Professor of 
Agricultural Economics, and Nelson Antrim 
Crawford, Professor of Industrial Journalism, 
Kanses State Agricultural College, in the prepa- 
ration of this paper. 
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crops and livestock. A proper start 
means as much in farming as in any 
other business and efficient operation 
is rewarded in proportion to the size of 
the business unit fully as much as in 
any other industry. 


I. ORGANIZING THE FARM BUSINESS 


In organizing the farm business the 
farmer chooses land, labor and capital 
and then apportions these resources to 
the production of various kinds of 
crops and livestock. There is abun- 
dant evidence that farmers are using 
managerial ability in the organization 
of their business. 


Choosing Land 


In choosing land farmers who own 
more land than they wish to operate 
are subletting some of it. Other 
farmers who do not own land or who do 
not own as much land as they wish to 
operate are leasing from landowners. 
In 1920, 8.7 per cent of all farmers in 
the United States owned some land 
and rented additional land; 88.1 per 


k 


cent did not own any of the land which @ 


they operated, but rented all of it. In 
1920, two and a half million tenant 
farmers were farming 35 per cent of 
the improved farm land in the United 
States. An apprenticeship in farming, 
as a tenant, is one way to land owner- 
ship. A tenant must exercise a high 
type of managerial ability in order to 
pay for hisfarm. Once the land is his, 
there is little chance of his losing it if 
he knows how to handle his business. 
On the other hand, many young men 
inherit farms. 
farms acquired by inheritance simply 
because they do not have the ability to 
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Often they lose the’ 
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farm efficiently; in other words, mana- 
gerial ability. 

Experience has demonstrated that 
the medium large farm can be more 
economically and efficiently operated 
than the smaller farm. The changes 
as a result of renting land are one 
indication of farmers’ recognition of 
this fact. A further indication of such 
recognition is found in the movement 
toward larger farms. In 1910 the 
average farm in the United States 
contained 188.1 acres. In 1920 it 
contained 148.2 acres. The improved 
area per farm increased from 75.2 
acres to 78.0 acres. In the corn and 
wheat belts, which are the heart of the 
agricultural section of the United 
States, the change toward larger farms 
was even more striking. In the West 
North Central group of states, which 
includes Minnesota, Iowa, Missouri, 
North and South Dakota, Nebraska 
and Kansas, the average farm con- 
tained 209.6 acres in 1910, 234.8 acres 
in 1920. ‘The size of farm in this sec- 
tion of the country has steadily in- 
creased since 1880, when the average 
size was 142 acres. In Iowa the aver- 
age size was 183.5 acres in 1880 as 
against 156.8 acres in 1920. -In Kansas 
the size has increased since 1870, when 
the average farm comprised 148.0 
acres, until in 1910 it contained 244.0 


? acres and in 1920, 274.8 acres. From 


1910 to 1920 the improved acreage per 
farm in Kansas increased from 168.2 
acres to 185.1 acres. 


Choosing Capital 

In choosing the amount of capital to 
invest in the farm business, many 
farmers borrow funds. Other farmers 
have surplus funds to lend. In either 
. case the amount of capital in the busi- 
ness is being adjusted to the needs of 
the business as understood by the 
operators. Thus managerial discre- 
tion is being exercised. 


In recent years improvements have 
been made in the credi: facilities availa- 
ble to farmers. The Federal Land 
Banks and the Intermediate Credit 
Banks are providing farmers with 
types of credit that more nearly meet 
the needs of the farm business. Farm- 
ers have taken advantage of these 
facilities. The influemce of the Federal 
Land Banks on the credit situation 
has been notable. This influence 
would not be felt if “armers were not 
alert, as managers, to take advantage 
of this improved oppcrtunity to secure 
credit. In addition to borrowings 
from these strictly azricultural credit 
institutions, farmers are utilizing the 
Federal Reserve System. On June 30, 
1924, the Federal Reserve Banks held 
more than $86,000,800 in agricultu- 
ral and livestock paver. In addition 
farmers were undoubtedly borrowing 
much more from ther local banks on 
paper that had not been discounted 
with the Federal Res2rve Banks. 


Employing Labor 

In hiring labor executive functions 
are likewise exercised. Farmers em- 
ploy laborers if needed. Some farmers 
sell their services during a portion of 
the year because they do not need the 
time for their own business. The 
smallness of the individual farm unit 
makes its labor problems less than 
those o? industrial plants. There is 
abundant evidence, rowever, that the 
farmer plans his labor and manages it 
efficiently. Most of this evidence 
pertains to the operation of the farm 
business and will be considered later. 

There is a high degree of fluidity of 
land, labor and capital in farming. 
These factors of production tend to 
flow to those farmers who have ability 
to use them to advantage; that is, to 
those wo take into account the factors 
fundamental in the organization and 
operation of a successful farm business. 
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CHOOSINĖ CROPS AND Livestock 


The second problem in organizing 
the farm business consists in choosing 
the crops and livestock to be produced 
with the land, labor and capital in- 
cluded in the business. Since the 
World War farmers have been con- 
fronted with a gigantic problem in 
choosing enterprises. Enterprises that 
were profitable during the war became 
unprofitable after the war. Farmers 
have adjusted themselves to these 
changed conditions. The following 
statement by the U. S. Department of 
Agriculture, issued on June 1, 19%, 
pays a deserved tribute to the expert- 
ness of farmers in adjusting their 
. business policies: 


The community at large hardly under- 
stands how far-reaching and skillful a 
readjustment farmers have made in the 
major lines of production. They have 
obeyed economic signals as expertly as 
any industry ever did. Only, this takes 
time in agriculture; no board of directors 
can shift overnight the cropping system 
and growing animals on six million farms. 


In making these adjustments the 
farmer is choosing those enterprises 
that will give him maximum utiliza- 
tion of his resources consistent with 
, the profits capable of being derived 
from their use. He considers his fixed 
resources in terms of land owned, 
buildings erected, equipment on hand, 
and labor evailable. Often he makes 
changes slowly—a wise policy, since 
abrupt changes might result in undue 
loss, such as inability to use buildings 
and equipment on hand. 

Many farmers endeavor to utilize 
their resources to the fullest possible 
extent throughout the year. The dis- 
tribution of labor is being given more 
and more attention by farmers. The 
increase in dairy cattle and in the pro- 
duction of dairy products is abundant 
evidence of the farmer’s attempt” to 
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secure a better utilization of his labor 
and a better market for bulky and 
waste feeds produced on the farm. 
The number of milk cows two years 
old and over on farms in the United 
States increased 6 per cent during the 
year ending June 1, 1924. In ‘the 
West North Central states the increase 
was 8.8 per cent. In this, the wheat 
growing section of the country, the 
turn to dairying illustrates the degree 
to which farmers are endeavoring to 
improve their situation by choosing 
those enterprises which are relatively 
more profitable. A further illustration 
is the reduction of wheat acreage in 
the United States from 75 million acres 
in 1919 to less than 54 million acres in 
1924. 

For many years the farmers’ mana- 
gerial ability has been in evidence in 
the adoption of new crops as soon as 


_ they were definitely shown to be supe- 


rior to the old ones. Alfalfa is an 
example. In 1909, 4,707,146 acres of 
alfalfa were grown on 283,012 farms in 
the United States. By 1919, there 
were 8,624,811 acres on 542,549 farms. 
Kafir was introduced into the Middle 
West about 1885, milo at some time 
prior to .1900. These crops soon 
proved their value and farmers adopted 
them, growing 1,635,158 acres in 1909 
and 8,619,084 acres in 1919. Sudan 
grass, primarily a hay and forage crop, 
was introduced into the United States 
in 1909. By 1928 Kansas farmers 
were growing 156,718 acres of this 
crop. The significance of this figure 
is appreciated more fully when it is 
realized that few farms grow more than 
ten or fifteen acres of this crop, while 
many grow less than five acres. 
Another outstanding instance of 
managerial ability displayed by farm- 
ers is found in the increase in acreage 
of alfalfa, one of the crops heretofore 
mentioned, in the last twenty years in 
the North Central portion of the 
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United States. It was formerly 
thought that alfalfa could not be suc- 
cessfully grown in Wisconsin, Michi- 
gan and other northern states. As 
dairying developed in this region, great. 
quantities of alfalfa hay were shipped 
in from western states for feed. The 
increase in freight rates on alfalfa in- 
creased the price of hay in this territory 
to a point where it could not be fed at a 
profit. The northern experiment sta- 
tions, however, demonstrated that it 
was possible under their conditions to 
grow alfalfa successfully on many 
types of soil by using inoculation, lime 
and phosphatic fertilizers together 
with hardy strains of American-grown 
seed. The application of this informa- 
tion by the farmers of Michigan, 
Wisconsin, Minnesota and other states 
has resulted in the growing of alfalfa on 
an extensive scale. In Wisconsin, for 
example, there were 18,000 acres of 
alfalfa in 1909. In 1919 the acreage 
had increased to 62,000 acres; in 1921, 
to 121,000 acres. It is estimated that 
now, in the fall of 1924, the total 
acreage of alfalfa in Wisconsin is 
approximately 400,000 acres. 

The introduction of Brahman cattle 
is responsible for a large and successful 
cattle industry in the Gulf Coast 
region, particularly in Texas. Brah- 
man cattle are highly resistant to 
Texas fever, which causes heavy losses 
among beef and dairy cattle. The 
Brahman cattle themselves are not 
good beef animals but the first cross és 
well as the later crosses carry the beef 
qualities of the American breeds. 
These crosses retain resistance to Texas 
fever, though in less degree than the 
pure Brahman. It is therefore the 
common practice of cattle men to use 
pure Brahman bulls in herds of onz- 
half, one-fourth, and one-eighth Brah- 


è man cows. 


In organizing their farm businesses 
and in selecting the enterprises to be 
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included in them, farmers exercise a 
high degree of managerial ability. 
This is not all of their problem, how- 
ever. After determining on the farm 
organization both with reference to 
the size of the unit in terms of quantities 
of land, labor and capital to be in- 
cluded, and upon the enterprises to be 
grown with these resources, the farmer 
must conduct his business from day to 
day. This, the field of farm operation, 
presents still further opportunities for 
the farmer to exercise managerial 
ability. 
II, FARM OPERATION 

Farm operation consists in the pro- 
duction of crops and livestock and the 
disposal of these products. It in- 
volves selection of varieties, methods 
of cultivating the soil and caring for 
the crops, selection and breeding up 
of animals, methods of feeding, manag- 
ing and caring for these animals, means 
of plant and animal disease control, 
day-to-day management of farm re- 
sources, such as Jabor and equipment, 
and marketing of the products. In 
the operation of their business farmers 
have not been slow to take advantage 
of improvements that would result in 
greater returns. 


IMPROVEMENTS IN CROPPING 
PRACTICES 


Unless the land produces good 
yields of high quality it is out of the 
question to try to farm in these days 
of high-priced land—and the days of 
cheap land are gone. Farmers can no 
longer succeed with out-of-date prac- 
tices. Many illustrations may be cited 
of improvements made by farmers in 
these respects. If it seems that em- 
phasis is placed upon the improve- 
ments made by Kansas farmers, it 
should not be assumed that in other 
parts of the United States the farmers 
have not likewise been improving their 
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farm business; illustrations from Kan- 
sas are used simply because the writer 
is most familiar with them. 

Eighteen years ago experimental 
work in the preparation of the wheat 
seedbed was started by the Kansas 
Agricultural Experiment Station. The 
results of these experiments showed 
conclusively the value of early deep 
plowing. Farmers have taken ad- 
vantage of the results of these experi- 
ments, are plowing deeper and prepar- 
ing the seedbed for wheat much earlier, 
and are securing higher yields as a 
consequence. 

Fifty years ago the farmers of the 
hard winter wheat belt were planting 
spring wheat and soft wheat. Early 
records show that large acreages of 
spring wheat were sown—even in the 
eastern part of the hard winter wheat 
belt—as late as 1880 with losses that 
may be easily imagined when one is 
reminded that in experiments at Man- 
hattan, Kansas, the average yield of 
spring wheat for eighteen years is only 
8.7 bushels per acre on ground that in 
the same period produced an average 
of 82 bushels of winter wheat to the 
acre. Ina similar experiment at Hays, 
Kansas, for twelve years spring wheat. 
produced 4.8 bushels per acre and 
winter wheat 17 bushels per acre. In 
a twelve-year test at Manhattan, 
Turkey, a variety of hard winter wheat 
outyielded Fulcaster, one of the best 
soft wheats, by nearly five bushels per 
acre, while Kanred, a new strain of 
hard winter wheat, in the same period 
outyielded Turkey in turn by three 
and one-half bushels per acre. Today, 
Kansas farmers have abandoned spring 
winter wheat, and of the latter they 
are growing the hard varieties that 
produce the highest yields. 

In the South certain discoveries and 
scientific factors have had decided influ- 
ence on the agriculture in certain re- 
gions. For example, the development of 


Tun ANNALS oF THE American ACADEMY 


Blue Rose rice, which was first offered to 
growers about 1914, was so favorably 
received that within five years it be- 
came the leading variety in Texas and 
in the prairie rice section of Louisiana. 
It is thought by many that the intro- 
duction of this variety has made 
possible the continued profitable pro- 
duction of rice in this part of the 
United States. 


Control of Insect Pests 


Farmers are controlling insect pests 
and plant diseases that formerly re- 
duced materially the profits in farming. 
The average yield of potatoes in the 
Kaw River Valley of Kansas for the 
years 1914-16 was 97.9 bushels per 
acre. Because of plant diseases, the 
yields dropped so that the average 
yield for the years 1917-19 was only 
88.4 bushels. The growers of potatoes 
turned to their Agricultural Experi- 
ment Station for help. Control meas- 
ures based on experiment and recom- 
mended by the station are now followed 
by many of the potato growers in this 
region. Sixty-five per cent of the 
commercial acreage is now planted 
with treated seed. In 1920-28 the 
average yield was 108.5 bushels per 
acre. 

Insects are limiting factors in crop 
production and farmers are taking 
advantage of control measures dis- 
covered and developed through experi- 
ment by specialists. Among the 
insects particularly injurious to crops 
in the Great Plains area are the Hessian 
fly, chinch bug and the grasshopper. 
A program for the control of each of 
these pests has been developed and is 
being put into practice by the farmers 
of the region. 

It is a well-known fact that one of 
the essentials of profitable fruit grow- 
ing is effective insect control. There 
are few, if any, areas in the United 
States where fruit can be grown with- 
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out spraying. Not many years age, 
orchardists were cutting out trees 
because the depredations of insects had 
made fruit production unprofitable. 
Control measures were devised and 
have been put into practice until now 
no intelligent orchardist plans to 
produce fruit without spraying. 


Economical Production Secured 


Better varieties and better methods 
make possible mcre economical pro- 
duction. The Department of Agri- 
cultural Economics of the Kansas 
Agricultural Experiment Station ascer- 
tained the quantities of labor and 
materials required to produce wheat 
on each of sixty farms in Harvey 
County, Kansas. Twenty of these 
farmers secured yields of 20 bushels or 
more per acre and grew 100 bushels of 
wheat with 53 hours of man labcr. 
Thirty-two farms had yields of 15 to 20 
bushels per acre and grew 100 bushels 
with 63 hours of labor. Eight farms 
obtained yields of less than 15 bushels 
with 93 hours of labor. Other mate- 
rials were used in similar proportions. 
The higher yields were due not to 
chance but to good farming. The 
farmers who secured the higher yields 
were the better managers and had 
taken advantage of more of the 
improvements available to them. 

The effect oi crop improvements is 
shown in the efficiency of production 
in 1920 as compared with 1910. The 
Bureau of Agricultural Economics of 
the U. S. Department of Agriculture 
computes that each farm worker is 
now producing 18 per cent more in 
crops than in 1919. 

Another factor entering into in- 
creased production is the greater use of 
machinery on the farms of the United 
States. Kansas data serve to illustrate 
the improvement in this regard. In 
1915 there were 2,498 tractors in 
Kansas. On March 1, 1928, there 


were 24,120. Other machines that 
are more widely used than in earlier 
years include the small combined 
harvester and thresher row commonly 
used in the hard wicter wheat belt; 
two-row listers and 2ultivators; and 
two and three bcttom- plows. 


Improvements in Lives-ock 


In livestock production the same 
tendencies to improv= production are 
evident. The best dairy farmers, for 
example, are maxing ¿n effort to breed 
high-producing cows end feed and care 
for them so that they can produce 
economically. The irst cow-testing 
association was formed in 1906. The 
number increased unt] on July 1, 1924, 
there were in the United States 627 
associations made up of 16,356 herds, 
totalling 277,010 cows. To take a 
single state, the average of Wisconsin 
cows is 190 pouncs of butterfat. 
Wisconsin cow-testing association cows 
average 278 pounds cf butterfat. 

Farmers are using better animals 
than they were a few years ago. Bet- 
ter stock is reaching market. Young 
cattle are going t= market today 
heavier than they were twenty-five 
years ago. Farmers are using more 
protein in their fe-dmg operations, 
both for cattle and hcgs. This protein 
increases the efficierzy of the ration. 

In 1908 three bull associations were 
formed in Michigar. In 1928 there 
were 218 bull associations in the United 
States. The daughters of 70 associa- 
tion bulls produced 22 per cent more 
milk and 25 per cert more butterfat 
than the average of their dams. 


Sales Policies 


In planning the disposal of their 
products also, farms are using mana- 
gerial ability. The small size of indi- 
vidual farms makes © difficult to adopt 
satisfactory sales pclicy. This situa- 
tion has encouragec co-operative ac- 
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tion. It is*true of agricultural co- 
operation that the failures have been 
more widely advertised than the suc- 
cesses. There are many outstanding 
instances of successful agricultural 
co-operation that receive little atten- 
tion. The farmers’ co-operative eleva- 
tors have succeeded in improving the 
local marketing of grain. It is esti- 
mated, that there are now more than 
4,500 co-operative farmers’ grain 
~ marketing associations in the United 
States. The co-operative livestock 
shipping association is another in- 
stance of the adoption of a successful 
sales policy by farmers. Estimates 
are to the effect that there are more 
than 4,500 livestock shipping associa- 
tions in the United States. These 
co-operative movements are merely 
another evidence of the farmer’s mana- 
gerial ability in improving his business. 

There is, of course, in farming, as in 
all other business, a wide variation of 
success. Some are failing completely, 
others are merely holding their own, 
but many. cthers are making money. 
To quote from Dean F. D. Farrell, 
“Only a pessimist or a blind man will 
deny that the American farmer is 
rapidly becoming educated to his 
business.” 


IO. THE FUTURE OF FARMERS 
AS MANAGERS 


Farmers have made much progress 
through exercising their managerial 
ability but there is still abundant room 
for further improvement. In con- 
sidering the possibilities of further 
improvements in agriculture, two basic 
considerations should not be forgotten: 
The farm is a business unit and as such 
is dependent upon governmental agen- 
cies for development and expansion. 

Farming is an industry composed of 
a large number of individual enter- 
prises. Each farm is a separate busi- 
ness unit managed by its operator. 
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Agriculture moves forward as each of 
these farm managers adds his improve- 
ments to the improvements effected by 
other farmers. The improvements 
that are really fundamental and lasting 
will be made by the individual farmer. 
The function of institutions dissemi- 
nating information and otherwise 
working for the improvement of agri- 
culture should be to provide the 
individual farmer with the best possible 
opportunities to become acquainted 
with, and to adopt, the latest proved 
improvements in production. Agri- 
culture consists of a large number of 
business units with a man, a personal- 
ity, back of each one. This man 
exercises his managerial ability to 
effect improvements. 

The second basic consideration is 
that agriculture is dependent upon 
governmental agencies, such as agri- 
cultural experiment stations, to develop 
new methods and practices. The im- 
portance of research in agricultural 
production and marketing cannot be 
overemphasized. The individual farm 
is too small a business unit to permit 
the farmer to have his own research 
department. 

As already stated, there still remains 
much for farmers to do in exercising 
managerial ability. Many farms are 
not organized on the most efficient 
basis. Simple records of the farm 
business will reveal ways in which this 
may be accomplished. The one-crop 
farmers of the wheat belt and of the 
cotton belt need more effective organi- 
zation to the end that they may have 
more economical utilization of labor, 
better maintenance of soil fertility 
and greater dependability of income. 

Furthermore, the credit utilized by 
many farmers is not of the best type. 
Often store credit is resorted to when 
it would be far more economical and 


businesslike to use bank credit. Too 
frequently farmers are utilizing their 
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çredit to satisfy temporary or specula- 
tive needs. In many cases too little 
attention is given to long-time con- 
structive programs, such as the de- 
velopment of a herd of livestock, or 
the adoption of a crop rotation. Much 
is yet to be done in adapting credit to 
the needs of the farmer, and the farmer 
has much to learn concerning the best 
utilization of credit. 


Necessary Farm [mprovemMents 


Conservation of soil fertility, hereto- 
fore briefly mentioned, affords another 
opportunity for exercise of managerial 

ability on the part of the farmer. The 
‘Yeertitity of the soil determines the extent 

of agricultural production. Many farm- 
ers are now conserving soil fertility 
through crop rotations, the use of 
manure and fertilizers, the keeping of 
livestock, and maintenance of the 
proper balance between the crops 
grown and the livestock kept on their 
farms. With the increase year by 
year in available information on soil 
fertility, these farmers will be able 
greatly to improve their present prac- 
tices. Other farmers can make an 
effective start in this direction. 

New varieties of crops are constantly 
being developed. There is still much 
to be done, however, in the develop- 
ment of crops that are resistant to 
disease and drought and that will give 
greater returns than those now in 
common use. The best cultural 
practices will be ascertained through 
careful investigative work. 

Farms that lack livestock are losing 
opportunities of several kinds. As 
has been suggested, animals aid in 
conserving soil fertility. In addition, 
they convert unmarketable feeds into 
marketable forms. They employ farm 
labor at times when otherwise it would 
be idle. They reduce the cost of 
marketing farm crops. The Kansas 
State Board of Agriculture showed 


this fact strikingly, when it found that 
the cost of shipping the ft ed necessary 
to produce a 1,000-pourr] steer from 
Hutchinson, Kansas, to <ansas City, 
Missouri, a distance of 2:5 miles, was 
$27.18, whereas the cost >f shipping a 
1,000-pound steer zhe s.me distance 
was $2.75. The cost of shipping the 
feed was approximetely ~en times the 
cost of shipping the steer. These 
characteristics of facm li“ estock result 
in increased farm mcoms. Not only 
are there many fermer: who coulc 
advantageously adc mor= livestock in 
their farm business, but ~here is much 
that can be done in improving the 
quality and prodtctiveness of live- 
stock by better breeding feeding and 
management. 


NBED AND VALUB DF Ce-OPpERATION 


Better adjustmert of >roduction to 
demand for farm produces is essential 
in improving the agricultaral industry. 
Adjusting production tc demand in- 
cludes producing tke prcducts desired 
in the quantity and qualiy demanded. 

By co-operation farn=rs in many 
instances can improve tLe farming in 
their communities by p-oducing uni- 
form kinds and qualities of products. 
Many a community is cow beginning 
to keep one standard breed of chickens. 
This makes it possible to place uniform 
products on the markct. Such co- 
operation might be wel. extended to 
other phases of farm production. 
Communities in which both hard and 
soft wheat are prod iced « ften find that 
their wheat is discounted_at the market 
because of the mixture sesulting from 
threshing both hard ard soft wheat 
with the same maciine. On the posi- 
tive side, the experiences of California 
producers are ofter. citec. to show the 
advantages of uniormity of quality. 
California oranges noz reach the 
market uniform ir size and pack cf 
dependable quality. The work af 
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standardization of agricultural prod- 
ucts, however, is for the most part in 
the future. 

It is characteristic of the farm busi- 
ness that it furnishes the farmer with 
much of his living. There are, how- 
ever, many farms on which full ad- 
vantage is not taken of this oppor- 
tunity. Many farms lack dairy cows, 
and thus the farm table is without 
dairy products except as they are 
purchased. Other farms could grow 
fruit, vegetables and truck crops that 
would add materially to their living. 
This would enable these farms to be 
more self-sufficient and would also 
increase their incomes, since products 
used for the farmer’s living are income 
even though they do not go into 
market channels. 

Farmers have been slow to adjust 
production to demand. ‘This is, in 
part at least, due to lack of adequate 
and specific information concerning 
the quantity and quality of products 
to produce. There yet remains much 
to be done in furnishing farmers with 
usable information concerning the ad- 
justments that are desirable in their 
ferm organization and operation. This 
will involve careful studies of the rela- 
tion between agriculture and other 
industries and between the agriculture 
of this country and the agriculture of 
the rest of the world. In addition, 
farmers should be informed as to the 
demand for their products in foreign 
countries and as to the possibility of 
getting those products into the foreign 
market economically and satisfac- 
torily. With this knowledge available 
the individual farmer can more intelli- 
gently adjust his production to the 
probable demand for his products. 

Still another improvement in farming 
as a business will result from construc- 
tive co-operation. A chief need in 
this field is enlightenment. The farm- 
er must be supplied with a better 


knowledge of what constitutes desirable 
co-operative action. Such knowledge 
wil protect him from the well-meaning 
but uninformed promoter who starts 
one co-operative scheme after another, 
hoping eventually to hit upon a scheme 
that will materially improve the mar- 
keting of farm products 


The Farm Is a Home 


In considering the future progress 
of the farmer as manager, the fact 
must not be overlooked that,.generally 
speaking, the farm business is indis- 
solubly linked with the farm home. 


‘Only rarely does one find an exceptio 


to this situation. The farmstead 
which constitutes the plant, likewise 
comprises the home. 

The average man, in any field of 
work, maintains his business primarily 
for the purpose of having a well-ordered 
and happy home. He will therefore 
do nothing in his business which might 
tend to prevent the accomplishment 
of this purpose. In lines in which the 
business and the home are not closely 
associated, the chance of this difficulty 
is slight. On the farm, however, 
quite the opposite is true. There are 
business practices which would im- 
prove the farm as a commercial enter- 
prise but seriously impair its usefulness 
asahome. ‘These practices the farmer 
will not and should not adopt. Not 
only should he maintain a home of 
high standards, but he also should keep 
in mind the fact that he is training 
future farm managers. For, in con- 
trast to the condition in other indus- 
tries, the vast majority of farm 
managers were brought up on a farm, 
and this will continue to be the case 
for a long time, if not permanently. 


IV. SUMMARY 


To summarize: Farming, although 
it may and should be regarded from 
several other standpoints, also must 
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.be looked upon as a business if ad- 

* vantage is to be taken of the opportu- 
nities which the present day offers to 
it. Farmers themselves so regard it. 
Moreover, farming is not only a busi- 
ness, but a highly complex business, 
made so by the intermingling of deter- 
mining forces, certain of which are 
controllable while others are not. 

Thus it is essential that the farmer 
exercise managerial capacity. He has 
exercised this regularly in both the 
organization and the operation of 
his farm business. The agricultural 
achievements that have been made 
would have been impossible had not 
the farmer exhibited efficiency as a 
manager. There is still, however, 
much room for improvement in the 
exercise of managerial ability, and to 


this we may look forward confidently. 
Progress will be determined largely 
through the individual fsrmer’s adopt- 
ing methods that have been proved 
successful in scientific sesearch or in 
commercial practice. Ia every meas- 
ure designed to aid or improve agri- 
culture, the importance of individual 
initiative on the part of the farmer 
should be thoroughly recognized; what 
the farmer needs and wishes is pri- 
marily an opportunity `o exercise his 
own abilities unhandicepped. Under 
no circumstances, howe~er, must suc- 
cess in the Jarm busines- be permitted 
to interfere with the cpportunity of 
maintaining a farm Fome of high 
standard. The farmer ss manager and 
the farmer as head of th - home are not 
two persons, but one. 


The Services of American Agricultural Colleges 
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By A. C. Tru» 
Specialist in States Relations Work, U. 5. Department of Agriculture 


Wo the last ten years the 
work of the agricultural colleges 


in the United States has been greatly 
broadened and strengthened. The or- 
ganization of these institutions has also 
been more sharply defined so as to 
make the major lines of work distinct 
as (1) research (mainly through experi- 
ment stations), (2) resident gradtiate 


approximately $19,149,450 was allotted, 
The Federal government contributed 
$5,588,000 under the Smith-Lever Act, 
and by direct appropriation to the 
Department of Agriculture $1,284,450 
for farmers’ co-operative demonstra- 
tion work and $30,000 for extension 
work by different bureaus, making a 
total Federal contribution of $7,194,- 


and undergraduate teaching, and (3) 
extension work. In all these lines the 
work has gone beyond that which re- 


450. The remaining $11,955,000 was 7 
derived from sources within the states, g 
including $5,324,000 of state andj, 


lates to agricultural production and 
now includes a considerable range of 
subjects in rural economics and sociol- 
ogy. 

The general character of these in- 
stitutions as public agencies for the 
promotion of agriculture and country 
life has also undergone considerable 
incdification. This is shown not only 
by the recent Federal and state legis- 
lation affecting them financially or 
otherwise, but also by the closer and 
wider relations which they have with 
the Federal government, state organ- 
izations, local communities and great 
numbers of individuals in all parts of 
the several states. 

There are now in the 48 states and 
in Alaska, Hawaii and Porto Rico, 51 
land-grant institutions for white stu- 
dents, including 25 state universities, 
in which there is a division or college 
of agriculture, and 17 institutions for 
negroes in the southern states. Agricul- 
ture is also taught in a number of pri- 
vate colleges. 

The largest and most striking devel- 
opment of the work of these institutions 
has been im the extension field under 
the Smith-Lever Extension Act of 
May 8, 1914, and related Federal and 
state legislation. To this work in 1928 
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college funds, $5,743,000 provided by 
the counties and $880,000 from farm 
organizations and other sources, mostly 
local. 

At present out of about 2,650 coun- 
ties reporting considerable agricultural 
products, 2,088 have men extension 
agents and 852 have women agents. 
As county agricultural agents and 
assistants there are 2,174 white men 
and 162 negroes. The county home 
demonstration agents number 871 
white women and 107 negro women. 
The county men and women agents do 
much work with children but there are 
also 184 paid county leaders for boys’ 
and girls’ clubs. The state director 
and-the state and district leaders oF 
the main lines of work number about 
440; there are about 900 extension 
specialists in the different branches of 
agriculture and home economics with 
headquarters at the colleges. In all 
there are in the states about 4,700 
workers trained in agriculture or home 
economics. 


FEDERAL-STATE EXTENSION Work 


In active co-operation with the state 
and county forces is the Extensiom 
Service of the U. S. Department of 
Agriculture, including the Offce of 
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‘Co-operative Extension Work, the 
Office of Exhibits, the Motion Picture 
Laboratory and extension specialists 
in the different bureaus. The Federal 
extension workers go from state to 
state to aid in the various extension 
enterprises and make available within 
the states whatever information the 
Department has which may be useful 
in such work. 

Each state has an extension director, 
who is the joint representative of the 
Agricultural College and the Federal 
Department. Under this officer all 

‚the extension work in agriculture and 


-\yhome economics within the state is 


organized and operated. Through the 
extension work the agricultural col- 
leges are brought into close touch with 
practically all the rural communities 
and are constantly giving information 
and instruction to multitudes of the 
rural people. 

The Smith-Lever Act is unique in its 
provision for close co-operation be- 
tween the Federal government and the 
states in a nation-wide enterprise. 
Under the law all the plans for the co- 
operative extension work are made 
through mutual agreements between 
the state colleges and the Federal De- 
partment and the funds and workers 
of the two agencies are mingled in the 

$extension enterprises. The same co- 
operative principle is by mutual con- 
sent of the interested parties carried 
down into the counties and local com- 
munities whose funds are used in the 
work. Thus the county agent often 
derives his financial support from sev- 
eral different sources and feels that he 
has back of him the Federal govern- 
ment, the state as represented by the 
agricultural college, the county and 
voluntary organizations of its citizens. 
The extraordinarily complex organiza- 
‘tion of this system of popular education 
for farming people has been carried on 
during the past ten years with remark- 


ably little friction, is stronger today 
than ever before, and aas produced 
results of great econome and social 
value. 

There has been an ircreasing par- 
ticipation of the farming people them- 
selves in planning and conducting the 
local extension enterpris:s. There are 
now about 35,000 rural communities 
which, have committees or project 
leaders who join with the extension 
officers annually in planning and guid- 
ing the work. Many tho.asands of farm 
men and women partiipate in the 
demonstrations of impraved practices 
conducted on their farras or in their 
homes During 1922 there were 885,- 
000 such demonstratiors and it was 
estimated that 3,800,030 farmers or 
members of their families adopted new 
or improved methods cf farming and 
home making as the result of the ex- 
tension work. l 

At first the work dealt almost en- 
tirely with the probleme of agricultural 
production. One of tle outstanding 
efforts of the extension forces was the 
stimulation of agricultcral production 
and food conservation in the United 
States during the Word War. Since 
that time the emphasis Las been shifted 
to the economic problems of agricul- 
ture. Now the extens.on agents give 
a large share of their Wme to matters 
relating to farm maragement, farm 
accounts, cost of procuction records, 
standardizing and prep ration for mar- 
ket of agricultural >roducts, their 
marketing and the formation and man- 
agement of co-operati~e organizations 
for buying and selling. In 1922 about. 
940,000 farmers or members of their 
families joined marketing organiza- 
tions or were aided ir the disposition 
of their crops or the purchase of sup- 
plies by the extension service, and this 
resulted in a total business of over 
$260,000,000. 

In a large way the extension forces 
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have promoted the recent mass move- 
ments of farmers seeking to improve 
their economic and social conditidns. 
The farm bureaus now active in many 


counties had their origin in the neces- 


sity of having groups of farm people 
to support the work of the extension 
agents. Out of this grew the state and 
the American federations of farm 
bureaus. Thus was created a nation- 
wide farm organization with hundreds 
of thousands of members, which is 
promoting a broad program of co-op- 
erative efforts in the interests of agri- 
culture and country life. This move- 
ment aroused other farm organizations 
to renewed activity. A notable exam- 
ple of this is the Grange, which has 
had a remarkable revival in many 
parts of the country in recent years. 
The great organizations for marketing 
cotton, tobacco, grain, etc., owe much 
to the extension service and its sup- 
porting institutions with which they 
are in close touch and from which they 
derive much helpful information. 

The farm women have had greater 
recognition and help from the exten- 
sion service than from any other agency. 
In the counties and at the agricultural 
colleges are more than a thousand 
women trained in home economics who 
are devoting themselves to the inter- 
ests of farm homes. Their work deals 
not only with food, diet, clothing, 
household equipment and manage- 
ment, but also with child care, health, 
family budgets and expenditures, rec- 
reation and social activities. 

A great work for farm children has 
also been built up. Half a million boys 
and girls are annually enrolled in the 
extension clubs, which through their 
farm and home projects, prize contests, 


tours of observation, camps and con- 


ferences at the agricultural colleges are 
promoting more and better education 
for ferm children and training them for 
future leadership in rural affairs. 


INSTRUCTIONAL WORK 


The agricultural colleges have made 
notable advancement in dealing with 
the problems of agricultural instruc- 
tion in the secondary schools since the 
passage of the Smith-Hughes Voca- 
tional Education Act in 1917. Under 
this Act considerable sums of Federal 
and state funds are devoted in all the 
states to the training of teachers of 
agriculture. The agricultural colleges 
have been assigned the duty of training 
these teachers, though the Act does 
not specifically require them to do so. 
All the land-grant colleges have de- 
partments offering courses in general 
psychology, educational psychology, 
methods of teaching and other profes- 
sional subjects and many of them have 
departments or courses of agricultural 
education. The Federal funds for 
vocational instruction in agriculture 
in secondary schools increased from 
$547,027 in 1918 to $1,759,219 in 1923 
and have been more than offset by 
state and local funds. The Federal 
fund will reach its maximum in 1926, 
when it will aggregate $3,021,987. In 
1918 vocational agriculture was taught 
in 609 schools by 895 teachers to 15,453 
pupils and in 1928 in 2,673 schools by 
8,012 teachers to 71,298 pupils. There 
are 170 special agricultural schools in@ 
the United States, and there is a place 
for this limited number of such schools. 
But experience has shown that in 
general it is more advantageous to have 
the local high schools carry on the work 
in agriculture under the Smith-Hughes 
Act. The pupils, who for the most part 
are between 14 and 18 years of age, 
can then live at home and as a rule 
carry on the required practice work on 
the home farm. This also makes the 
school a factor m improving the oer. 
culture of the local community. 

The assumption of the duty of ere 
ing teachers for the secondary schools 
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has affected the agricultural colleges 
favorably in several ways. It has 
greatly broadened the interest of the 
college authorities and teachers in the 
problems of agricultural education and 
the application of pedagogical princi- 
ples to the teaching of agriculture. It 
has opened a new vocational outlet for 
a considerable number of graduates 
from the agricultural courses of these 
colleges. It has given these colleges 
more prominence in the thought of the 
pupils in many high schools and brought 
a considerable number of them to the 
‘colleges for long or short courses. It 
has fundamentally affected the rela- 
tion of these colleges to the public 
school system of the several states and 
made them more fully an essential part 
of this system. Since the United 
States has only begun to develop a com- 
prehensive system of vocational edu- 
cation, we may expect that with the 
accelerated progress which such educa- 
tion will make the colleges standing at 
the head of the agricultural division 
of this system will have an increasingly 
important part to play in its develop- 
ment and maintenance. 

Resident teaching in the agricultural 
colleges has been greatly strengthened 
and diversified in recent years. About 
$10,000,000 is now annually spent for 
ggricultural instruction in the land- 
grant colleges. 

In 1921 the number of instructors in 
agriculture in the white colleges was 
2,032 men and 96 women. The total 
number of students of agriculture was 
32,186 men and 3,183 women, of whom 
751 men and 71 women were in grad- 
uate courses; 14,726 men and 487 
women in four-year undergraduate 
courses; and 14,997 men and 1,996 
women in subcollegiate work, including 
short courses, summer schools and 
eorrespondence courses. In the land- 
grant institutions for negroes there were 
only 847 students in agricultural courses. 


The lack of secondary schools for 
negroes has largely pre-ented these 
institutions irom doing college work 
and the relatively few openings for 
negroes trained ir agrculture has 
turned the altentiom of tneir students 
to other vocations. Many more stu- 
dents in these institutions receive train- 
ing in carpentry, taLoring. brick-laying 
and other tredes in -vhich skilled work- 
ers receive good wages. 

In 1922 the bacrelor’s degree was 
given to 2,289 students ia agricultural 
courses in the land-grant solleges. The 
economic depression of agriculture has 
temporarily reduced ths number of 
students attending the agricultural 
courses at the collezes, as was also the 
case under similar conditons in former 
years. 

The courses in the vacious branches 
of agriculture have in g=neral become 
more highly specia.ized and technical. 
Emphasis is now being s.rongly placed 
on courses in rural eng-neering, rural 
economics nd sociology. Special at- 
tention is heing peid to better organ- 
ization of the curriculum, the adoption 
of a group system of e=ctives, provi- 
sions to meet the need of individual 
students according to <heir interests 
and capabilities, promction of better 
teaching and reccgniti-n of the im- 
portance of experi supervision of the 
educational work as a whole by the 
appointment of directcrs of resident 
teaching or similer offzers. Recently 
there has teen much irterest in prob- 
Jems relating to the prciessional train- 
ing of teachers of egricu-ture and other 
vocational subjects in the land-grant 
colleges and their association has 
recommended that l=ginning witk 
1925 candidates for teeching positions 
in these colleges be required to have 
had pedagogical tzainirg. 

Graduate courses fo” investigators, 
teachers and experts in agricultural 
specialties have increased, particularly 
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in the stronger colleges or universities 
where agriculture and related subjects 
are taught. 

In 1922, 265 students at 82 institu- 
tions received the master’s degree for 
work in agriculture, including 44 at 
the Iowa State College, 39 at the Uni- 
versity of Wisconsin, 25 at the Uni- 
versity of Minnesota, 28 at Cornell 
University, and 22 at the University of 
California. For similar work 42 stu- 
dents received the doctor’s degree at 8 
institutions, including 16 at the Uni- 
versity of Minnesota and 18 at the 
University of Wisconsin. 

The public generally does not yet 
understand the breadth of the instruc- 
tional work of the agricultural colleges 
and the great variety of the openings 
for useful service which lie before the 
graduates of these institutions. A con- 
siderable number of these graduates 
engage in general farming. Scattered 
throughout the states such men are 
often leaders of agricultural progress 
in their several communities. Others 
pursue agricultural specialties, such as 
breeding of improved seeds or types of 
livestock, orcharding, forestry, green- 
house culture of vegetables, flowers, 
etc. Many become administrative 
officers or teachers in colleges and 
schools, or investigators in experiment 
stations or the U. S. Department of 
Agriculture. Others hold administra- 
tive offices in Federal and state depart- 
ments of agriculture or other public 
services. The'late Secretary Wallace 
was a graduate in agriculture at the 
Iowa State College. 

There are now many lines of business 
in which such graduates are employed. 
Social workers and even missionaries 
are being trained in our agricultural 
colleges. One such institution has 
recently made a list of more than a 
hundred occupations open to its grad- 
uates, 


y 
Work or EXPERIMENT STATIONS 


The research work of the agricul- 
tural college is usually organized as an 
experiment station. These stations 
have an annual income of about $9,- 
500,000, including $1,440,000 from the 
Federal government under the Hatch 
and Adams Acts. They employ over 
2,000 trained workers, about half of 
whom do more or less teaching in the 
colleges. They issue annually about 
1,000 publications freely distributed to 
nearly a million addresses. The con- 


tents of these publications are gener- , 
ally summarized in the agricultura 
press and form the basis of much of the 


extension work of the colleges. Many 
of them find their way abroad. Sum- 
maries of all of them are regularly pub- 
lished in the Experiment Station Record, 
and sent to libraries and agricultural 
institutions throughout the world. 

In 1922-28 the total number of 
projects carried on by the experiment 
stations was 5,156. These dealt with a 
great variety of problems relating to 
soils, field crops, horticulture, animal 
husbandry, plant and animal diseases, 
beneficial and injurious insects,’ nox- 
ious animals, dairying, rural engineer- 
ing, farm buildings, water supply, 
sanitation, foods and human nutrition, 


etc. 1 


There were also 186 projects in the 
field of rural economics and sociology. 
These included studies of cost of pro- 
duction of staple crops, vegetables, 
fruits, livestock, milk, butter, etc.; 
farm accounts; labor; farm organiza- 
tion and management; co-operative 
organizations; land settlement and 
tenure; land values; marketing; rural 
credits; relation of industrial condi- 
tions to agricultural conditions; labor 
income of farmers; living costs of farm 
families; economic and social problems 
on Texas ranches; rural social surveys; 
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organization and curriculum of rural 
schools; rural primary groups; towns 
and villages as social and economic 
service stations, ete. 

Increased expense of research and 
inadequate increese of funds in recent 
years have prevented the experiment 
stations from entering more broadly 
and strongly into the economic and 
social field. There is now pending in 
Congress a measure known as the Pur- 
nell Bil, the passage of which would so 
far increase the Federal contribution 
to the support of the stations that they 
would be able to do much more in 
economic and social research as related 
to agriculture and country life. 

The experiment stations in about 
one third of the states, principally in 
the East, have more or less regulatory 
work. This largely deals with the 
analytical or other scientific work in- 
volved in the control of fertilizers, 
feeds, foods, seeds, dairy products, 
plant and animal diseases or pests. In 
recent years there has been a relative 
decrease in the extent and importance 
of the station participation in such 
work. The agricultural colleges, 
threugh their association, have sup- 
ported the policy under which state 
departments of agriculture are being 
developed and strengthened as public 
agencies for the administration of 
state laws relating to agriculture. The 
U. S. Department of Agriculture has 
also favored co-operation with the 
state departments in such matters. 


INFLUENCE OF AGRICULTURAL 
CoLLEGES 
The agricultural colleges, through 
their research, teaching and extension 
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work have attained a b-oad leadership 
in agricultural progres: and their in- 
fluence is increasingly -elt in all parts 
of the United Stetes. They have in 
large measure made successful farming 
an occupation requiring not only skill, 
thrift and good businzss ability, but 
also a knowledge cf scientific principles 
and their direct and proved applica- 
tions to farm operatioas. The value 
of such lmowlecge las been more 
broadly demonstzated than ever be- 
fore during the ~ecen- economic de- 
pression of agricilture due to world- 
wide causes ove? whch individuals 
had no control. In thi. difficult situa- 
tion there have been many farmers 
whose knowledge of tmproved prac- 
tices, gained directly or indirectly from 
our agricultural colleg s, has enabled 
them to weather the storm and keep 
their business going wih a measure of 
success unattainable >y their more 
ignorant neighbors. ‘This is why the 
farming people heve hdd on to the ex- 
tension forces of the egricultural col- 
leges and have led the legislatures in 
many states to increas the personnel 
and equipment of these institutions 
for resident teaching and experimental 
work. Particularly heve the farmers 
asked the colleges to Strengthen their 
teaching and researm on subjects 
within the field of raral economics. 
Appreciating the great benefits that 
have come to agrizultuæ from the work 
of these institutions relating to agricul- 
tural production. the farming people 
are hopeful that when they are strongly 
engaged in economic work they will be 
able to do much toward giving agricul- 
ture a sounder end nore stable eco- 
nomic basis. 


Crop Insurance—Its Recent Accomplishments and 
Its Possibilities 


By G. Waieut HOFFMAN 
Instructor in Insurance, University of Pennsylvania 


N September 9, 1922, the United 
States Senate passed a resolution 
creating a select committee of three 
from their number, “‘to investigate the 
sub;ect of crop insurance.” This com- 
mittee was directed through the resolu- 
tion to approach the subject “particu- 
larly with reference to: 

(1) The kinds and costs of insurance 
now obtainable; 

(2) The adequacy of the protection 
afforded by such insurance; 

(3) The desirability of any practical 
methods for extending the 
scope of such insurance; 

(4) The availability and sufficiency 
of statistics necessary to prep- 
erly and safely issue additional 
crop insurance.” 

In pursuance of this resolution the 
committee held hearings from April 24 
to April 27, 1923, at which time experts 
from insurance, farming and govern- 
mental interests testified. The experi- 
ence thus brought together was very 
valuable, this being the first time that 
the question of insuring growing crops 
had been approached as a national 
problem. The testimony of msurance 
experts and others brought out espe- 
cially the fact that, to be successful, 
crop insurance, covering our major 
crops, must be based upon much more 
detailed data than we now have and 
must be nation-wide in scope. The 
committee adjourned to reconvene in 


the fall of 1928, at which time the eco- 
nomic condition of the farmer had be- 
come more acute. The attention of 
Congress, and in particular that group 
especially interested in the problems of 
our farmers, was then directed to meas- 
ures of more immediate relief. The 
first six months of 1924 passed, includ- 
ing the adjournment of Congress, with- 
out any additional hearings or investi- 
gation. Then, as so often happens in 
the business of farming, climatic condi- 
tions changed—this time to the benefit 
of the American farmer. Reports have 
come in of a Canadian wheat crop of 
200,000,000 bushels under that of last 
year, the United States cotton crop 
promises to reach 12,500,000 bales with 
a relatively high price, a strong export 
demand for grain has developed, and, 
together with other factors, the best 
year for the farmer since 1919 has re- 
sulted. ‘This has temporarily relieved 
the agricultural situation, making it 
possible to again resume consideration 
of proposals designed to be of perma- 
nent benefit to agriculture. It is not 
out of place at this time, therefore, to 
bring together the events of recent 
years in the field of crop insurance, 
the problems and difficulties involved, 
and the success or failure attending—to 
consider a proposal which promises to be 
an improvement with both permanent 
and far-reaching results. 


I. MR. FARMER—THE PREMIER SPECULATOR 


The thought is not a new one that 
the American farmer as an enterpriser 
is subject to unusual risks entirely be- 
yond his control. He may invest in a 
Florida orange grove only to find that 


frost may prematurely ruin his crop; in 
the cotton belt the boll weevil must be 
reckoned with; in the central west a 
tornado or lightning may destroy his* 
buildings; in western Kansas his crops 
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are liable to drought and pests; along 
river lowlands the land is subject to 
overflow; in many states hail is not of 
infrequent occurrence; and in every lo- 
cality the product which he is preparing 
for market may have declined in price 
by the time it is fully produced. There 
are several kinds of agricultural insur- 
ance now available for the farmer, 
framed for the purpose of minimizing 
some of these risks. Thus in 1915 
there were nearly 2,000 farmers’ mutual 
fire insurance companies in the United 
States with a total amount of insur- 
ance in force of five and a quarter bil- 


~ lion dollars, which was over two-fifths 


of the total value of all farm property 
i the United States at that time! 
Hail insurance reached the high figure 
of $560,000,000 written in 1919,? cov- 
ering crops mostly in the north central 
group of states. ‘Tornado insurance is 
often written asa rider in the fire policy, 
and is available to the farmer who feels 
the need of this type of protection. 
Livestock insurance is offered to a 
limited extent, covering loss of live- 
stock due to disease or accidental 
death. A lightning clause in his fire 
policy will protect the farmer against 
loss from that source. The farmer 
may, of course, insure his family against 
his death or disability. 

3 There is also, besides hail insurance 
which was mentioned above, a very 
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ance covering the farmer’s growing 
crops. 

Such an extended list of insurance 
would seem to be adequate in covering 
the hazards offarmmg. Yet this is not 
the case. The mo t important risk of 
the farmer has for ts cause the uncer- 
tainties of weather and market condi- 
tions as they affeœ his growing crops 
and has as its measure the relation 
which the annual gross income de- 
rived from his crop bears to his annual 
costs. These annzal costs’ take the 
form of the farm: r’s own labor and 
that of his family, vages paid for hired 
help, depreziation of farm equipment, 
rental or interest ciarge, seed, fertilizer 
and other expense:. He runs the risk 
that his crop will not emerge in the fall 
of the year worth ir value an amount at 
least equal zo the azgregate of these an- 
nual costs. Many farmers run a far 
greater risk, t.e., that their crops will 


-not be wor-h enouwzh to allow them to 


remain in the farming business. 

This major risk of farming may be 
stated in enother way. Suppose the 
yearly costs, and tae corresponding an- 
nual gross income of farmer A for a 
series of years are as shown in table on 
the following page 

Column VI shows the ratio each 
year that the farmer’s returns bear to 
his yearly costs. When this ratio is 
above 1.00 there i: a net profit for the 


limited amount of other kinds of insur- year. When it is celow 1.00 there is a 

1 Year Book, U.S. Department of Agriculture, 1916, Article by V. N. Velgren on Farmers’ Mutual 
Fire Insurances. 

* Estimate of Hon. H. C. Wallace, Late Secretary of Agriculture, in “Hearings before a Select Com- 
mittee on Investigation of Crop Insurance,” U. S. Senate, p. 2. 

3 J am using the term costs to include both the monetary expenses of thefarmer and those items of 
outlay which are the result of the farmer’s own work and oftentimes that o his family. These latter 
costs cannot accurately be expressed in terms of money. Yet they always fizure in a farmer’s estimate 
of whether his operations are profitable or not. One of the first principes of business, including 
that of farming, is. that over a series of years the income from the business nust average greater than 
the costs, or effort will be directed along other lines of work. Studies of fem costs and farm income 
have often been made showing that the farmer is losing money every year. Such a conclusion is often 
in error, because too high an estimate has been placed on the farmer’s own vork or that of his family. 
‘The point of view has been: What should a farmer of his class be worth, rath-r than what is the least he 
will accept. The latter figure is the one which determines whether his inxome is less than his costs, 
and whether he will continue to farm or not. 
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netloss. The risk of farming arises cut 
of the fact that this ratio is not a ccn- 
stant from year to year but a higkly 
fluctuating variable. Over a series of 
years this fraction must average at 
Jeast 1.00 or the farmer will not remzin 
in business; for any given year this frac- 
tion may be very large or very small. 
The greater the fluctuation from year 
to year, the greater the risk and the 
greater the need for insurance. 

There are three main elements enter- 
ing into this major risk of farmirg. 
The first of these is weather. This 
may be broken up into several parcs, 
which will be analyzed presently in 
greater detail. It will be sufficient here 
merely to enumerate the groups to 
show their effect on the ratio of grcss 
income to costs. Thus, of first imper- 
tance is the amount of rainfall each 
year, especially in the critical period of 
growth, which, of course, varies for d:f- 
ferent crops. Then follow the elements 
of hot winds, destruction by storms, 
hail, frost, floods, freezing and other 
minor causes. ‘These elements cause 


IV y VI 
Gross income 
Rato: 2 En 
Los Gain o: Costs 
—3100 94 
+-380 1.08 
4-500 1.35 
—800 „60 
00 00 1.00 
+-500 1,38 
+300 1.17 
+700 1.35 
—200 91 
+100 1.05 
—81,100 +-$2,280 


wide variations in the quantity and f 
quality of products grown yearly, and ° 
are hazards of great importance to 
every farmer. 

The second main element might be 
called plant and animal disease, and in- 
cludes damage done by insects, by 
small animal pests and plant diseases. 
In so far as these risks can be controlled 
they cease to be an important element. 
When they get beyond control a large 
portion of a crop may be destroyed. 

The third main element entering 
into this major risk is that of price. In 
the ratio given above, the numerator, 
or the amount representing the value of 
the farmer’s annual production, is the 
product of the quantity produced, 
times the price per unit. Likewise the ` 
denominator—the farmer’s annual 
costs—is made up in part, at least, of 
products and services times their price 
per unit. The prices of these products 
vary continually, and the extent of 
their variation, together with the farm- 
er’s ability to forecast their direction, 
measures the importance of the risk.‘ 


It may be urged that the work of the farmer himself is a factor causing variations in the ratio of 


_ gross income to costs which, if true, would mean that crop insurance is a proposal to guarantee to a 


farmer a profit every year. This. however, is not the case. A skilled farmer may study trends in 
farm prices and farm production, the character of the demand for his products, preparing a suitable} 
quality of goods for market; he may study his business from the point of view of costs, properly balanc- 
ing the elements entering into the total cost of his products, and by superior methods consistently 
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The risk involved, therefore, in grow- diseases; and price variaions. By the 
ing crops divides itself into three main payment of a premium tLis risk may be 
groups: weather; plant and animal shifted, in whole or in part, from the 





have a ratio at the end of each year showing a net profit. This quality might be cal-ed his managerial 
ability. Or he may have a net profit each year by simply workinz harder than tk= average farmer. 
Obviously the opposite of this may also be true: that through a lack of managerial -bility or a lack of 
effort a farmer may have a loss ratio, and, 1f continued, will ultimately be forced cat of the business. 
But whether he is a superior or an inferior farmer, his ability neithe? increases nor d=creases the varia- 
tions in the ratio of anrual return to investment. If he is above the average as a £_rmer, the ratio of 
fluctuations will frem year to year range higher than the average farmer. ‘Thus, fram the illustration 

- Grass Income 
above the ratio: ——— 

Costs 

solid line in the accompanying chart. 


, when plotted for the series of years given, would H as shown by the 
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If this is considered the experience of an average farmer, then one with unusual’ bility would, while 
having as great a degree of fluctuations from year to year, consistently range higher than the ratio of 
the average farmer (dashed line), He is subject to the same climatic conditions and price variations. 
It might also be thought that differences in the fertility of tke soil from one locality to another 


l ; 
might enter as a factor causing fluctuations in the ratio gross inome but a monsent’s reflection will 
3 


show that the case is the same as that shown in the above chart. 
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shoulders of individuals to those of the 
group. ‘This is the purpose of insur- 
ance on growing crops. 

To date the experience in the United 
States in insuring growing crops is the 
result of two main avenues of approach. 
First, separate risks have been insured 
against, such as hail or frost; and sec- 
ond, a blanket crop policy covering a 
group or all of the risks enumerated 
above has, in several cases, been issued. 

Working along the lines of the first 
method, hail insurance, through con- 
tinuous adjustment and improvement 
during the past 40 years, has been 
worked out to a practical basis; within 
the last few years, frost insurance has 
become a practical line in Florida and 
California among the citrus fruit grow- 
ers; of more recent development is rain 
Insurance which, while not yet on a 
practical basis, is designed to insure the 


raisin makers of California, covering, 
loss while the grapes are being dried’ 
on trays. 

A number of attempts have been 
made to issue a broad crop coverage 
some of which have met with success 
and some of which have not. ` In the 
following two sections the leading ex- 
periments which have been made in the 
United States will be reviewed, includ- 
ing a résumé of the more recent ac- 
complishments in special lines of crop 
insurance. 

That the field is a large one is shown 
by the following data from the U. S. 
Department of Agriculture Year Book, 4- 
1923, showing the insurable value of | 
the crops for that year. For all crops 
the value was over eight billion dollars, 
and for the three important crops of 
corn, cotton and wheat, the value was a 
little over four billion dollars. 


Crop Sumaary,* 1928 



















Producti ; 
Crop Acreage ae a ete Total Production Total Value 
ee ae Or ee 104,158,000 $,054,395,000 bu. $2,222. 018,000 
Wheat 58,808,000 18.5 bu. 785,741,000 bu. 725,601,000 
Coton....... 37,420,008 128.8 Ibs. 10,081,000 bales 1,563,347,000 
All Farm Cropsft. $50,698, 100 8,322,695,000 









IL OUR EXPERIMENTS TO DATE IN CROP INSURANCE 
COVERING GRAIN 


In Section I the chief hazard to the 
farmer was outlined and broken up into 
three main elements: weather; plant and 
animal disease; and price. These three 
main elements were in turn sub-divided 
inte more detailed factors. Before 
presenting the specific attempts in the 
field of crop insurance which have been 
undertaken, we venture to carry the 
analysis of Section I a step further. 
The reason for this is that in the vari- 


ous crop’ coverages placed in recent 
years, in some of the cases at least, it 
was not always quite clear what haz- 
ards were actually being covered. 
Knowing the range of diverse risks in 
the field should be of assistance, there- 
fore, in appraising a proposal to insure 
one or more of them 

The point was made in Section I 
that all of the hazards involved in 
growing crops converge into an annual 


*U. S. Department of Agriculture Year Book, 1923. í 
_ fIncluding oats, barley, rye, hay, buckwheat, tobacco, flaxseed, rice, potatoes, fruits, berries, 


vegetables, etc. 


} 
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¡favorable or unfavorable ratio of gross 
* income to costs. In this ratio both the 
elements of income and of costs are, 
throughout each season and from year 
to year, variables. So far there has 
never been an attempt on the part of 
an insurance company to insure the 
farmer against what would need to be 
rising farm costs. In the insurance ex- 
periments which have been based on 
costs, in each case the cost of each farm 
operation was established in advance, 
which changes the denominator from a 
variable into a constant. Nor does it 
seem at all feasible to insure against 
changing farm costs. Farm costs, 
when one includes the items of the 
farmer’s own labor and that of his fam- 
ily, are relatively much more constant ° 
from month to month than is the item 
of gross income composed of the pro- 
duct of yield and price. Carrying the 
problem a step further, therefore, the 
major risk to be covered by insurance is 
represented by the fraction whose num- 
erator is a variable income and whose 
denominator is a fixed group of costs. 

The earliest experiment in the 
United States in crop insurance which 
the writer has found was in 1899, by a 
corporation located in Minneapolis, 
Minn.” This company, known as the 
Realty Revenue Guaranty Company, 
yssued in the spring of 1899 a policy, 
upon application by a farmer, known as 
an Optional-sale Contract. ‘The appli- 
cation for this contract read in part as 
follows: 


Raattry Revenve GUARANTY COMPANY 
of Minneapolis, Minn. 
Capital Stock, $100,000.00 


County of .......... ,Stateof....... eee 
do hereby apply to the R. R.G. Company 


for an optional-sale contract of$...... per 
acre which is hereby referred to and made 
a part hereof, subject to all conditions 
therein contained upon all crops raised on 
the following described lands: 


Upon this application the company 
issued its contract which, in addition to 
the provisions in the application, con- 
tained the following important points: 


1. The company agreed, if the insured 
desired, to purchase the entire crop insured 
at 85 per acre, the insured to elect to exer- 
cise the option not later than five days after 
threshing. 

2. A premium of 25 cents per acre or 5 
per cent was charged for a $5 optional 
limit. 

8. The farmer agreed to cultivate his 
crops in a, husbandlike manner. 

4. The farmer agreed to deliver his crop 
to the nearest market, if requested to do so 
by the company upon exercising his option. 

5. The company disclaimed liability cue 
to damage done after September 15th or 
after crops were harvestec.. 


How this early enterprise in crop in- 
surance fared is not known.’ If subse- 
quent experience is of any value, how- 
ever, it must not have fared very well, 
as the premium was entirely too low. 
Wheat in the fall of 1899 was selling in 
Chicago at about 72 cents per bustel, 
which at #5 an acre would have made it 
profitable for a farmer to exercise his 
option were his crop less than seven 
bushels to the acre. Below a fixed 
limit in the contract, the company as- 
sumed loss from any or all of the sources 
to which the crop is exposed. It is 
therefore a case of a guaranty that the 


variable gross income 

fixed costs vets 
be at least 1 for the seeson. What the 
return on the crop would be would de- 
pend on the price of the grain, the con- 


ratio 


5 An exception is found, however, in the case of crop insurance on fruit; see Section IL, policy of 


the Georgia Peach Growers’ Exchange. 


ê i.s., farm costs per acre—not farm costs per bushel. 
7 The facts concerning this company described were brought out in a court case involving an agent 
of the company. See Stats of North Dakota v. Hogan, 8 North Dakota, 301. 
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dition of the weather, and the extent of 
the damage done by insect and animal 
pests and plant diseases. 

It was not until 1917 that additional 
attempts were made to issue a blanket 
policy on growing crops. During this 
year two attempts were made to issue a 
broad policy. One of these contracts 
was issued by a company lIccated in 
Montana. This company proposed to 
insure the farmer 


against loss, damage or failure from hail or 
any cause excepting fire, floods, or failure to 
properly prepare the ground for seeding and 
properly seed, care for, harvest, protect and 
thresh said crop. 


The policy states the number of acres 
insured and, to an amount of $7 per 
acre, insurance to cover all of the small 
grain which the farmer has in cultiva- 
tion. This was to prevent the farmer 
from imsuring only the poorer parts of 
his farm. In case of total loss, the 
company agreed to pay the insured $7 
per acre for his crop. In the case of a 
partial loss of a crop, the liability of 
the company was to be computed by 
first determining the value of the re- 
maining crop by multiplying the num- 
ber of bushels harvested by the following 
values for each kind of grain: wheat, 
$1.00 per bushel; flax, $1.75 per bushel; 
rye, 70 cents per bushel; oats, barley 
and speltz, 50 cents per bushel. The 
resulting sum was then to be subtracted 
from the amount insured, and the dif- 
ference was the company’s liability. 
Thus: FarmerAhas100 acres of wheat 
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which he insures at $7 per acre, making 
the amount of the insurance $700. Ont 
September 10th he threshes this crop 
and has 400 bushels, which amount, 
valued at $1 per bushel, equals 400. 
The company’s liability is then $300. 
The other provisions of the contract on 
negligence, notice of loss, fraud, mis- 
representation, warranty, insurable in- 
terest, and assignment were not un- 
usual. 

Which of the various elements of 
crop hazard did the company attempt 
to insure in this contract? In one re- 
spect it is very similar to the optional- 
sale contract described above, in that | 
the cost feature of the farmer’s risk was T 
a constant—the amount of insurance ' 
per acre, $7. The fact that the value 
of the crops was to be determined by 
fixed figures stated in the contract elim- 
inates the variable element of price. 
The only other element left, therefore, 
was the amount of product, and this 
the company insured, in the case of 
wheat, at 7 bushels per acre; flax, 4 
bushels per acre; rye, 10 bushels; oats, 
barley and speltz, 14 bushels per acre 
The risks the company were exposed 
to included those of drought, hail, in- 
sect and animal pests, plant diseases, 
winterkill, hot winds, storms and other 
minor influences, but excluding fire, 
floods or the farmer’s own negligence.*, 

The enterprise proved a disastrous 
one indeed, the liabilities of the com- 
pany exceeding its assets by almost 
$200,000 at the close of the season’s 
operations.® In correspondence with 


8 In the form of a ratio the company’s risk was that the fraction 


variable amount of g-ain fixed price ($1 for wheat) 


fixed costs 


would be less than 1. 


As in the case of hail insurance, the effect of this kind of coverage to the farmer is: (1) that he be- 
comes a co-Insurer with the company when the market price of the grain is above the price as stated in 
the contract, and is insured only against a part of the direct loss due to damage by weather or plant 
and animal diseases; (2) when the market price and the contract price are the same, he is insured 
against all direct loss due to weather and plant and anima] diseases; (3) when the market price is s below 
the contract price, he is insured against all direct, loss due to weather and plant and animal diseases, 
and a sum in addition which may be used to cover part of his loss due to the decline in market price. 
The following table illustrates these three circumstances: 


} an official of the company, the following 


4 
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causes of the failure were pointed out 
by him as the most important: 


1. Poor management by the officials of 
the company itself. 

2. The company, having a capital stock 
of only $50,000, was too small for an under- 
taking of this kind, which should have its 
risks spread over a wide area. 

8. Insurance was written too late in the 

season, with an apparent failure of the crop 
in sight. 
The year 1917 was a year of unusual 
drought, which was the occasion 
(though not the basic cause) of the com- 
pany’s failure. 

Another crop insurance undertaking 
in 1917 was by a Pennsylvania com- 
pany. The policy issued by this com- 
pany was practically identical to that 
of the Bankers’ Insurance Company, 
the same risks being covered with a $7 
per acre limit, and the same fixed 
prices for the cereals insured. They 
charged a premium of 70 cents an acre 
on $7 of insurance, or 10 per cent, and 
wrote most of their insurance in North 
Dakota. 

The outcome of the season’s opera- 
tions was a heavy loss, though it did not 
result in the company’s failure. Real- 
izing that they were going to lose 
heavily, the company attempted, and 
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succeeded in many cases, to settle their 
losses by a return of the premium. 
Later it developed that the company 
was able to pay their losses in full, and 
a great number of actions were brought 
against the company by farmers, and 
several of the cases reached the North 
Dakota Supreme Court. In these 
cases there is brought out one point of 
particular importance: that the com- 
pany wrote the bulk of the insurance at 
a time when crop failure seemed highly 
probable. Thus in one case, which 
reached the State Supreme Court and 
was decided in favor of the insured, ap- 
plication was received on July 12th; in 
another case, June 28th, and in an- 
other on June 22nd. In correspondence 
with a law firm which handled a large 
number of the cases which were brought 
into court, the firm emphasized the 
poor method of handling this insurance 
by the company: 

The local agents for the insurance com- 
pany were officers of the different local 
banks throughout the territory. Almost all 
of the farmers were indebted to these banks 
with the idea that the debt would be paid 
from the proceeds of the coming crop. 
Just as soon, therefore, as it became cer- 
tain that drought was going to ruin the 
crop, the banks were faced with a situation 
out of which there would be no money com- 
ing to them. Immediately there was a 


InsunaNnce—7 Bushels per Acre at $1 per Bu. = $7.00 
Damage to the extent that only 6 bushels per acre are harvested 








Loss in grain 
value, 1 bu. X 
price 
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SO ae to meet loss due 
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grain value sustained by 







Amt. available 
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* Annual Report of the Insurance Department of Montana, 1917, 


102 


flood of applications for insurance, and the 
insurance was gladly written by the bank. 


Had the insurance been written two 
months earlier, with a wider spread, in- 
cluding several states, the results would 
certainly not have been so disastrous.!° 

Probably the most extensive at- 
tempt to successfully underwrite the 
hazards involved in growing crops is the 
one begun in 1920 by the Hartford Fire 
Insurance Company. To date this 
company has made a practical test of 
two distinct types of broad crop cover- 
age, neither of which were successful. 
They are, in addition, at the present 
time placing a limited amount of crop 
insurance on certain kinds of fruits and 
vegetables, 

Their first crop policy, issued in the 
spring of 1920, was an attempt to insure 
to the farmer his costs of production. 


Tae ANNALS OF THE AMmRICAN ACADEMY 


To accomplish this there was included 
on the application a list of the opera- 
tions and materials used in raising 
crops, which list the applicant filled out, 
indicating the expense per acre for each 
operation. This list included pews 
discing, harrowing, rolling, seeding, 
seed, harvesting, twine, shocking, stack- 
ing, threshing and rental value. A 
conservative figure of this total per 
acre was then taken, multiplied by the 
number of acres, and the resulting sum 
was the amount of insurance. On the 
average the company charged 6 per 
cent premium.4 


The company then insured the- 


farmer against loss or damage to the 
growing crops 

when caused by the elements, including 
frost, winterkill, flood, drought, insects or 
disease, but excluding loss or damage when 


10 4 mutual company also wrote a small amount of crop insurance in South Dakota in 1917, but met 
with very little success and did not attempt to write any the following year. Another minor experi- 
ment was made in Worcester County, Mass., this same year, but their experience is of little practical 
importance. 

In 1979 there was organized in northern Missouri a so-called crop insurance company, but in reality 
the policy covered damage done only by storms. Being mutual in form, the applicant for insurance 
became automatically a member with a membership fee of one-half of one per cent of the amount of 
insurance taken, the minimum fee being 35. They were, in addition, subject to a maximum assess- 
ment of 8 per cent due on or before September Ist of each year. In 1919 they levied the maximum $ 
per cent. According to the records of the Insurance Department of the state of Missouri, the com- 
pany lasted only a few months, when their affairs became so involved it was necessary to place them in 
the hands of a receiver. 

‘They proposed to insure the farmer austen logs or damage to growing crops by hail and destructive 
storms, the policy contract expressly stipulating that “hail and destructive storms” mean “hail, ey- 
clone, wind storms, and destructive rain storms when accompanied by either hail or wind, but in no 
event is this company to become liable for any damage done to growing crops which is caused by hot 
winds, drought, insects, overflow or freesing.” The measure of the company’s liability in case of 
total loss of crop was to be the value of the crop destroyed, but not more than the amount of insurance 
taken out; in case of partial loss the company agreed to pay “such percentage of the insurance carried 

= as is equal to the percentage of loas of crops thereon, not to exceed the net loss sustain 
This type of provision regarding loss resembles the usual hail clause with the exception that the com- 
pany’s liability must not exceed the value of the crop destroyed. The following two ratios show the 
extent of the company’s liability under the two conditions: 

(1) When value of crop is greater than amount of insurance: 


damage due to storms X amount of insurance 
undamaged crop 
(2) When value of crop is leas than amount of insurance: 
damage due to storms value of undamaged crop 
undamaged crop 


1 Testimony of Mr. R. M. Bissell, president of the Hartford Fire Insurance Company, before the 
Senate Committee investigating Crop Insurance, April 24-27, 1923. 
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caused by fire, hail, wind or tornado, or 
failure of the seed to germinate, or failure 
of insured to properly prepare the ground 
for seeding, or to properly seed, cultivate 
and harvest said crops. 


While this very specific clause stating 
the company’s liability is clear, it does 
not adequately show the extent of the 
risk assumed. 

What hazards of the major risk of 
farming were insured in this “acreage 
investment” policy? The assump- 
tion by the Insurance Company of 
the risk of the farmer’s costs rising 
in amount was definitely eliminated, 
since the investment figure was esti- 
mated and fixed in advance. If costs 
subsequently rose or fell, the farmer 
and not the insurance company lost or 
gained thereby. Of the elements af- 
fecting the amount of the crops, all of 
the major hazards were assumed by the 
insurance company with the exception 
of hail. This included drought, plant 
diseases, insect and animal pests, and 
frost. Finally the very important 
hazard of a fluctuating market price 
for the crop was assumed by the com- 
pany. 

Expressed in ratio form the company 
assumed the risk that the fraction 
amount of product X price would be 


fixed costs 
less than 1 at the end of the crop sea- 
son. Substituting figures in the ratio: 
if the costs figure for Farmer A proved 
to be $14 per acre, then for a 100 acre 
field insured the amount of insurance 
would be $1,400, which would be the 
fixed costs figure. At the time insur- 
ance was taken out with a good crop in 
sight, the estimated amount of the crop 
might be assumed to be 20 bushels per 
acre, or 2,000 bushels, and the esti- 
mated fall price of the grain $1.50 per 
_ bushel. The insurance company would 
then start with a crop prospect of 


103 


$8,000, which would have to decline 
over 50 per cent before it would be 
called upon to pay under their contract. 
But while equities may look large in 
the spring, they may be quickly wiped 
out as the season advances. Thus, in 
the above illustration a 50 per cent crop 
with a 50-cent drop in price would re- 
sult in a $400 liability, and with a pre- 
mium payment of 6 per cent, or $84.00, 
a loss ratio of 475 per cent. 

Two other provisions in the contract 
should be mentioned. The first per- 
tains to the method of determining the 
market value of the crop in the fall. 
Quoting: 

It is also a condition of this policy that, 
unless otherwise provided by special agree- 
ment attached hereto, such actual market 
value shall be determined by the prevailing 
prices at the nearest recognized market for 
crop of like kind and quality at the time of 
harvesting, but not later than the 15th day 
of November following the date of this 
policy. 


The second provision was in sub- 
stance that in case of total crop loss the 
company’s liability would cover only 
the amount expended by the insured in 
seeding and cultivating such crop up to 
the date of the total loss and therefore 
would not include items of harvesting, 
twine, shocking, stacking and threshing, 
and only a part of the item of rental 
value. 

In testimony £ given by the Presi- 
dent of the Hartford Fire Insurance 
Company, this experiment in 1920 cost 
the company in round figures $1,700,- 
000. The company assumed a total 
liability of $14,000,000, distributed 
with $5,000,000 on the Pacific Coast, 
$4,000,000 in the South, $4,000,000 in 
the central belt, and a small amount in 
the eastern states. They received in 
premiums $800,000, and sustained los- 
ses to the amount of $2,500,000. The 


1 Hearings of U. S. Senate Committee investigating Crop Insurance, p. $9. 
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main reason for their loss in 1920 was 
due to the large declines in crop prices.” 

On account of the extensive losses in 
1920 on its crop investment plan, the 
company changed its policy contract 
radically in 1921, the thought being 
that the hazard of price fluctuation 
should not be borne by it. The enum- 
erated risks covered by the 1921 policy 
were practically the same as those of 
1920, being: “frost, winterkill, excess of 
moisture, flood, drought, insects or 
disease,” but not hail. But in measur- 
ing the extent of the company’s liabil- 
ity regarding these risks, the 1921 con- 
tract was a much more restricted one. 
I:s provisions, outlining the limits of 
liability of the company in case of loss 
may be summarized as follows: 

{1.) The amount of insurance was 
determined by multiplying the average 
number of bushels of grain grown on 
the land durmg the past five years by 
an average price per bushel. Thus in 
one policy issued, the average yield was 
12 bushels per acre times 55 acres, or 
6€0 bushels times 66% cents per bushel, 
which equaled $440 of insurance. A 
conservative figure was used for both 
the average yield and the average 
price. 

(2) In case of total destruction of 
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the crop before harvest, the limit of li- 
ability of the company was not more 
than 75 per cent of the cost of crop op- 
erations up to that time, nor more than 
75 per cent of the amount of insurance. 

(3) In case of partial destruction of 
the crop, the company could choose be- 
tween two methods of settlement: first, 
they could pay the difference between 
the market value of the crop harvested 
and the amount of insurance; or sec- 
ond, they could elect to either replace 
in bushels of grain the amount which by 
the actual yield fell below the yield as 
stated in the policy or they could pay 


the market value of this difference. In - 


exercising this second option, the com- 
pany was liable also for damage to the 
quality of the grain, and must either re- 
place grain of inferior quality with 
grain of average quality or pay that 
proportion of the remaining insurance 
(after provision has been made for de- 
ficiency in quantity) which the damage 
bears to the crop harvested. 

To present more clearly the nature of 
the coverage in this contract, the fol- 
lowing table has been drawn up. The 
amount of insurance,—660 bushels 
times 66% cents per bushel, or $440,— 
was taken from a contract as issuéd. 
(See table on following page.) 


B Thus for the major crops of corn, cotton, wheat and oats, average price declines in 1920 were as 


follows: i 


No. 8 Yellow corn, Chicago, Apr.-May av. price, $1.85; Oct.-Nov. av. price 8.84 bu. 

No. 1 Northern spring wheat, Minn. Apr.-May av. price, 3.07; Aug.-Sept. av. price, 2.55 bu. 
No. 8 White oats, Chicago, Apr.-May av. price, 1.05; July-Aug. av. price, .80 bu. 

Middling cotton, New Orleans, Apr.-May av. price, 40.86¢ Sept.-Oct. av. price, 24.16¢ Ib. 
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AMOUNT OF { $440 or 
Insurance | 660 bushels X market price per bush-] 


Price per bushel used in policy = 66% cents 


Market Price of Wheat, $1.50 Market Price c Wheat, $1.00 


Value of 
Crop 








Market Price of Wheat, 66¢¢ Marke; Price of Wheat 50¢ 
Sheet Crop a Liab. I. Co. Cp. Liab. zo. - 
u. z u. Los 
(Bu.) | Value of Value X 








* Optional liability of insurance company. 
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_ From this table it should be evident 
that: As long as the market price per 
bushel of the grain is equal or greater 
than the price per bushel used in the 
policy, the company guarantees that 
the farmer will receive, in value at 
least, the amount of the insurance; 
when the market price is below the 
price per bushel used in the policy, the 
company guarantees that the farmer 
will have a crop of average quality of 
at least the amount in bushels stated in 
the policy or its equivalent market 
value. Stated in ratio form these two 
guarantees are: 


Case I. When the market price per bu. 
is equal to or greater than the 
price per bu. used in the policy, 
that the fraction: 


Case II. When the market price per bu. 
is less than the price per bu. 
used in the policy, that the 
fraction: 


The company in Case IJ, therefore, is 
exposed to the hazards enumerated in 
the policy which effect the size of the 
crop, and also the hazard of a fluctuat- 
ing market price of the grain insured; 
in Case II it is exposed only to the haz- 
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ards affecting the size of the crop. 
The company succeeded in freeing it- 
self from the hazards of price insurance 
only in part, though it is evident that 
by setting the amount of insurance suf- 
ficiently low the hazard of price fluctua- 
tion is small. 

Only a small amount of insurance 
was placed under this contract by the 
company during the years 1921 and 
1922. On that which was placed a 
loss was sustained,“ and in 1923 the 
company did not attempt to sell the 
policy covering the major crops. They 
have continued, however, to place 


amt. market 
of XxX price 
bu. 
SOP cet Py equal 1. 
amount of insurance 
amt. market 
of XxX price 
crop per bu. 
int Make SU 
bu. price 
in per bu. 
policy 


small amounts of crop insurance on 
vegetables, nursery stock, potatoes and 
various kinds of fruits with the hope 
that later on they will be able to suc- 
cessfully expand their business to in- 
clude the major crops again.“ 


OI. CROP INSURANCE ON FRUIT 


In the preceding section, the main 
attempts of insurance covering one or 
more cf our cereal crops were reviewed. 
Applied to these major crops the insur- 
ance has not thus far been placed on a 
workable, successful basis. However, 
covering certain kinds of fruit a fair de- 
gree of success has already been at- 
tained; and with a view to bringing out 
additional and favorable features, 
some of the experience in what might be 


called fruit-crop insurance is here pre- 
sented. 

The outstanding example of attempt 
at general crop coverage during this 
year is probably that placed by the 
Georgia Peach Growers’ Exchange with 
the Automobile Insurance Company of 
Hartford. The insurance in this case 
was taken out by individual members 
subject to conditions stipulated in a 
general agreement drawn up between 


u Hearings before U. S. Senate Committee on Crop Insurance, p. 57. 


8 tbid., p- 41. 
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the insurer and the exchange. The 
principal coverage extends from the 
time the policy is issued in the spring till 
harvest time and includes “loss cr 
damage by fire, lightning, cyclone, toz- 
nado, wind storm, hail, rain, flood, 
frost, freeze and msects.” In case of 
loss, the Company’s liability is meas- 
ured by 


the difference between the actual value of 
the crop immediately after such loss or 
damage has occurred, and the actual ex- 
pense incurred with respect to such crop by 
way of cultivation, pruning, wormirg, 
fertilizing, spraying. picking, packing and 
shipping where such expense exceeds such 
value. 


An additional clause limits the Com- 


pany’s liability to a maximum of not 
more than 20 cents per tree up to the 


time of harvest and 25 cents per tree till | 


the time of shipment. Subject to this 
maximum liability clause the insurance 
is designed to reimburse the insured for 
his current expenses—his costs of opera- 
tion—in the event that the sum re- 
ceived from his crop is insufficient to 
cover them. While the hazard of a Je- 
clining market price of peaches is not 
stated as one of the hazards insured, it 
is clear that, in the event of a poor mar- 
ket accompanied with any one or morz of 
the enumerated hazards, such as insect 


` damage, the Company will be reim- 


bursing the insured for a decline in the 
market price as well as the other haz- 
ards; and the temptation is, of course, 
in the case of a poor market for the 
grower to allege one or more of the enu- 
merated causes of damage. 

The protection given underthepolicy 
is not large and the Company was able 
thus to charge a moderate rate of 5 per 
cent. Considerable use was made of 
the insurance during the summer as a 
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basis for credit advances by banks, and 
it is understood the iusurance was, on 
the whole, satisfactory to both grower 
and insurer. 


Two Cases or CREDIT Crop 
INSURANCE 


Another example cf crop insurance 
on fruit is best deser bed by the term 
credit crop insurance Two contracts 
illustrating this type cf coverage will be 
presented. Both wece issued, not to 
farmers, but to companies making ad- 
vances in money or materials to farm- 
ers. Whether these edvances would be 
met later depended on whether the 
farmer kad a crop or not, and for that 
reason the company desired to insure 
the borrowers’ crops. 

One of these credit contracts was 
taken out by a large western concern 


which handles apples in the states of Colo- 
rado, Idaho, Oregon and Washington. 
This conzern markets epples for farmers to 
whom it has previously in many cases, if 
not in all cases, made edvances, so that the 
apple growers are indebted to the concern 
during a large portion of each year. The 
policy is intended to protect the fruit com- 
pany fram any losses vhich it might incur 
by reason of the feiluse on the part of the 
apple growers to meet their obligations. 


The principal provisions of the con- 
tract are the following: 

(1) The policy co~ers all loss or dam- 
age to the growing epples when caused 
by frost, freezing, excess of moisture, 
drought, hail, wind. insects or disease, 
but not the negligerce of the farmer to 
properly cultivate, spray and care for 
the crop. 

(2) The amount of insurance is the 
sum total of advances made by the 
fruit company to fermers. In making 
an advance to a farmer, 50 per cent of 


i8 Expressed in the form of a ratio the Company assumes the risk that the -raction: 


variable amt. of crop X variable price per bu 
costs of operation 


will be les than 1 atthe end of “he crop season or at any 


time during the growing season at which damage may occur. 
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the average crop in the past three nor- 
mal years shall be considered to be the 
estimated yield, and 50 cents per box 
the price to be used to determine the 
amount. Thus a farmer with an av- 
erage crop of 50 boxes to the acre could 
obtain a loan of $12.50 per acre, and 
this would be the amount of insurance in 
this case granted to the fruit company. 

(8) In case of damage to the extent 
that the box yield does not equal or ex- 
ceed the box yield in the insurance con- 
tract, the insurance company may set- 
tle by either of two methods: Option 
(1)—They may pay the difference be- 
tween the market value of the crop and 
the amount of the insurance; or, Op- 
tion (2)—They may make up the dif- 
ference between the contract yield and 
the actual vield at the market price of 
the apples. 

This optional provision for settle- 
ment m case of damage is very similar 
to that of the 1921 contract of the 
Hartfcrd Fire Insurance Company 
above (see page) 104, the option to be 
chosen depending on the market price 
of the apples at the time of settlement. 
If the market price is above 50 cents 
(price used in the contract) per box, 
which in most cases it would be, as 50 
cents is a very conservative figure, then 
it will be more profitable for the insur- 
ance company to pay under Option (1) 
above. In such a case the insurance 
company is exposed not only to the 
hazards affecting the size of the crop, 
but also the risk of price decline. How- 
ever, the yield figure is so conservative 
that only a very poor year would re- 
quire settlement under either option. 
Accurate records are kept by the in- 
sured of all the advances made to farm- 
ers regarding the condition of the crop, 
time of advances, etc., which records 
are available to the insurance com- 
pany. The amount of insurance, and 
likewise the premium, changes as the 


loans change, and a monthly settle- 
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ment is made with the insurance com- 
pany accordingly. 

The other credit policy is similar to 
the one just described, in that it is 
made out to a company organized to 
make loans to farmers, and covers the 
list of hazards: frost, freezing, wind, 
excess moisture, drought, insects and 
disease. It is different in two impor- 
tant essentials however: (1)Instead 
of having an optional method of settle- 
ment, the insurance company agrees 
that 


if the entire amount received from the sale 
of any specific crop insured hereunder shall 
be less than the amount of advances made 
by the assured . . . then this com- 
pany shall be liable for the differences be- 
tween the amount actually received from 
the sale of such crop and the amount of in- 
surance applying thereon. 


And (2) the rate of premium charged in 
this latter contract depends on the 
limit of liability of the insurance com- 
pany. This rate provision is different 
from any of the crop contracts already 
mentioned, and will be explained 
further. 

In order to determine how much the 
insured should be allowed to lend to a 
farmer and still be covered by insur- 
ance, the insurance company states 
that two experienced representatives of 
the assured shall estimate the probable 
number of boxes of fruit, and on this 
the company will be liable up to $1 per 
box. The higher the amount loaned 
per box, however, the higher the pre- 
mium charge to the assured. Thus, 
suppose the estimated crop yield of 
oranges (this policy covered citrus fruit 
in Florida) were 50 boxes per acre for 
a given farmer, and the insured loaned 
at the rate of 50 cents per box. The 
amount of insurance would be $25 per 
acre, and if the market value of the 


crop fell below this figure at harvest ) 


time, the insurance company would 
make up the difference. 


The rate- 


~ 


“~ 


€ 
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charged would be 5 per cent. Were 
the price per box 60 cents, then the 
loan would be $80 per acre, and the in- 
surance company would pay for mar- 
ket values below this figure. The rate 
charged would be 6 per cent. This 
graduated schedule of rates as given in 
the contract is as follows: 


Advances and/or guarantees Rate of 
per bor Premium 
20¢ or less 2% 
21¢ to 80¢ 8% 
S1¢ to 40¢ 4% 
41¢ to 50¢ 5% 
51¢ to 60¢ 6% 
61¢ to 70¢ T% 
T1¢ to 80¢ 8% 
8l¢ to 90¢ 9% 
91¢ to $1.00 10% 
In no case shall the rate be less than 
2 per cent. 


This policy not only covers the haz- 
ards affecting the size of the crop, but, 
where the crop has been damaged by 
any of the causes mentioned in the con- 
tract, it covers a decline in market price 
also, In ratio form, the company’s 
risk is that the fraction 
size of crop x market price willie les 

amount of insured’s loan 
than 1. Obviously the larger the de- 
nominator is the greater the probability 
of the fraction being less than 1, and 
therefore the greater the rate should be. 

Another interesting provision should 
be mentioned. In the event that the 
company pays a loss, the assured shall 
subrogate to the insurance company to 


’ the extent of the payment their claim 


{~ 


on the owner of the crop, and the in- 
surance company obligates itself, in 
turn, to cancel and not attempt to col- 
lect from said owner such subrogated 
claim. The farmer may, therefore, 
benefit to a limited extent because of 
his creditor’s crop policy. 
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Frost [Nsuranoe 


In 1920 a representative of some of 
the leading fire insurance companies of 
the country made an extensive study of 
the frost hazard in Florida. Data 
were gathered from all of the weather 
stations, from state and county sources, 
and from the citrus fruit growers them- 
selves. On the basis of this material 
rates were determined, and during the 
past four years a considerable amount 
of frost insurance has been written. 
More recently the field of frost insur- 
ance has been extended to the California 
citrus fruit growers, to apples and cer- 
tain other kinds of fruit in Georgia and 
California, and also covering injury by 
frost or freeze to the bearing tree 
itself. 

One of the first points of interest 
with regard to this kind of insurance is 
that it is placed largely with associa- 
tions of fruit growers rather than in- 
dividuals. This is advantageous to the 
insurance company for two reasons: it 
affords it a more uniform class of risks, 
thereby limiting the possibility of only 
the poorer risks taking out insurance; 
and secondly, it centralizes its dealing 
with the insured into one financially re- 
sponsible head. The insurance is 
taken out by the association and dis- 
tributed among its members. In mak- 
ing up the total amount, it is necessary, 
of course, to determine for each fruit 
grower the amount of insurance to be 
applied to his farm. 

To insure an orchard, an estimate is 
first made of the probable number of 
boxes the crop will harvest, the insur- 
ance being written after the fruit has 
set on. This estimated number of 
boxes is then multiplied by a conserva- 
tive price per box (around 75 per 
cent 1"), which determines the amount 
of insurance. If later there prove to 


1 Statement of Mr. J. B. Miller, General Agent, Frost and Freeze Department of several companies. 


110 


be more boxes than estimated, or less, 
then the amount of insurance per box is 
adjusted accordingly. The company 
then insures the farmer through his as- 
sociation against loss or damage by 
frost or freeze only while his fruit is 
growing and ripening, up to the time of 
packing for shipment. 

In case of total loss on all or a part of 
the crop, the total amount of insurance 
per box is paid. In case of partial loss, 
the company’s liability per box is such 
proportion of the amount of insurance 
per box “as the ascertained damage 
; bears to the sound value of 
such crop on day of loss had no loss or 
damage by frost or freeze occurred.” 
It is essential that the amount payable 
be expressed on the per box basis, as 
there may be a total loss on a part of 
the crop and only partial on another 
part. It may be also that a part of the 
crop has already been harvested at the 
time of the frost, in which case a part of 
the crop would have no damage at all. 

The nature of this risk is very similar 
in form to that of hail msurance, the 
risk of a variable price being eliminated 
by entering a fixed amount per box. 
Similarly the insured becomes a co-in- 
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surer with the company when the value 
of the crop is more than the amount of ? 
the insurance, and is im a position to 
profit from his insurance where the 
market value drops below the amount 
of the insurance. A loss of less than 10 
per cent (in one policy 15 per cent) is 
borne by the insured. He is required 
also to keep a complete record of the 
harvesting, shipping and sale of his 
crop. 

Another interesting point regarding 
this insurance is that the bulk of the 
business is distributed among a pool of 
several of the leading insurance com- 
panies of this country, who in turn dis- , 
tribute their share of the risk among a d 
large number of smaller companies. 
Such an arrangement seems highly de- 
sirable in so hazardous a business as 
frost insurance. 

What success frost insurance will 
meet with it is far too early to predict. 
It might go for many years with no loss 
whatsoever, and one big frost could 
more than offset the accumulated 
profits. During the 1923 season some 
loss was incurred in California; for the 
year 1924, the period of frost hazard 
has not yet passed. 


IV. HAIL INSURANCE 


The most successful line of mono- 
risk crop coverage is hail insurance. It 
has been on the market for over three 
decades and has, during this time, won 
for itself a permanent place among the 
many kinds of property insurance. It 
will not be possible here to devote the 
space necessary for a proper considera- 
tion of this type of coverage, hail in- 
surance being, in view of the annual pre- 
miums received and losses paid, more 
important than all of the other types of 
crop insurance combined. Thus, on 
August 7th of this year, a single loss 


amounting to over $850,000 was m- 
curred by a group of hail companiesy 
underwriting the Connecticut Valley ` 
Tobacco Association. “Hail fell un- 
accompanied by rain and ruined or 
badly damaged 5000 acres of tobacco.” ® 
All that can be done here will be to - 
briefly review the development of this 
line of insurance, its recent accom- 
plishments, together with a few special 
problems connected with it. 

The earliest hail insurance written in 
the United States was by a mutual 
company in 1880.!° This organization 


18 From Agricultural Co-operation, Sept. 2%, 1924, pub. by the U. S. Department of Agriculture. } 
19 V, N. Valgren, Hail Insurance on Farm Crops in the United States, U. S. Department of Agricul- 


ture, Bulletin #912, p. 2. 
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was formed in Connecticut by a group 
of tobacco growers. It was followed in 
1888 by the St. Paul Fire and Marine 
Insurance Company, of St. Paul, Min- 
nesota—a stock company. They be- 
gan writing hail insurance in that terri- 
tory after having made some study of 
policies issued in Germany.2® By 1900, 
there were 87 mutuals and 1 joint-stock 
company; by 1905, 37 mutuals and 


‘2 joint-stock companies; by 1910, 2& 


mutuals and 5 joint-stock companies. 
Following 1910 there was a very 
rapid growth, both in the number 
of companies and the amount of 
insurance premiums, so that by 1919 
the premiums of the mutuals had risen 
to $4,775,000, while the joint-stock 
companies’ premiums exceeded $19- 
000,000.29 

The year 1919 proved to be the peak, 
however, in hail underwriting, the 
years since then having been consider- 
ably smaller. Thus from comparative 
statistics compiled by a leading insur- 
ance journal,” premiums collected in 
1923 by all joint-stock companies, 
leading hail mutuals, and state hail in- 
surance funds, amounted to slightly 
less than two-thirds that of 1919. This 
decline has been due in large measure to 
the smaller income of the farmer and 
the declining value of his crops. 

Another point of interest in recent 
years is the financial experience of the 
companies writing hail insurance. The 
bulk of the hail business is written with 
the joint-stock companies. With them, 
since 1919, each successive year has 
witnessed a higher ratio of losses paid to 
premiums received. The result has 
been that, during the past year, a num- 
ber of the companies have discontinued 
writing this line. Premium rates have 
not been increased, however, greater 
care being taken in the placing of the 


20 The National Underwriter, Feb. 17, 1921, p. 14. 
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insurance, a deductibl= clause intro- 
duced designed to cut cut small losses, 
commissions have been ~evised, and re- 
newed effort made to keep the business 
on a profitable basis. While the effect 
of the rising losses is considered to be 
only part of a cycle waich it is hoped 
will be followed by a fe-v years of small 
losses, it emphasizes orce more the im- 
portance of long and centinued experi- 
ence in determining prcabilities of loss 
from the elements of w2ather. 

With respect to the type of insurer, 
hail insurance differs irom the other 
types of crop insurance already consid- 
ered in that it has beer undertaken not 
only by joint-stock zompanies and 
mutuals but also by the governments of 
several states. North Dakota is the 
pioneer, as well as the leading state in 
providing state hail insurance, passing 
its law in 1911. The >peration of the 
law was not satisfac.ory for severa. 
years after its passag- and in 1919 it 
was thoroughly revised. Other states 
entering the field in -ecent years are 
Montana, South Dakota, Nebraska 
and Oklahoma. During the year 1923, 
out of a total of nearly -ighteen andone- 
half million dollars reseived in hail in- 
surance premiums, -oint-stock com- 
panies collected nearly twelve millior, 
mutuals one and one-aalf million, and 
state funds a little ower five million cf 
which North Dakota’s share was nearly 
four million. 

Finally, reference snould be made to 
the risk assumed under the standard 
hail policy. The usual policy contract 
insures against “‘all drect loss or dam- 
age by hail to the p-operty described 
and for the term stated.” Thus, sup- 
pose Farmer A is insur=d for $10 per acce 
covering his wheat crop and a heil 
storm completely dstroys his crop. 
The insurance company is liable the 


2 The National Underwriter, Hail Number, March 18, 1924, p. 9. 
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whole $10., Or if a hail storm destroys 
a prospective crop (at the time the 
storm occurs) of 40 bushels to the acre 
to the extent that the farmer gets only 
10 bushels per acre, then three-fourths 
of the crop is destroyed, and the liabil- 
ity of the company to the insured is 
$7.50. The company’s liability in dol- 
Jars in either case is clearly defined: it is 
that proportion of the insurance per 
acre which the damage done by hail 
bears to the undamaged crop before the 
hail storm occurred. 

Whether the company, in fact, pays 
all direct loss in case of hail damage will 
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depend in each case on the relation 
which the amount of insurance bears to 
the value of the crop. In cases where 
the farmer takes out insurance to an 
amount above the prospective value of 
his crop at the time of loss, (which in 
recent years joint-stock companies have 
been trying to prevent), the company 
assumes the risk of all direct loss by hail 
plus an additional sum; in cases where 
the value of the crop is greater than the 
amount of insurance, the company as- 
sumes that proportion of the direct loss 
which the insurance carried bears to the 
value of the undamaged crop. 


V. PRINCIPLES AND PROBLEMS 


In analyzing the various policies 
which have been issued covering the 
hazerds to growing crops, the point was 
made, in each case, that the risks to the 
insurance company may be expressed 
as a ratio in which the measure of the 
risk is the probability that the ratio 
will become less than one.” (For 
footnote see page 118.) 

Knowing the ratio which expresses 
the risk to which a company is exposed, 
it would be highly desirable to know 
how often and the extent to which this 
ratio will fall below one. This is the 
most important difficulty in the path of 
a successful solution of the problem of 
crop insurance. In any line of insur- 
ance during the first few years there is 
very little data compiled im suitable 
form and reliable which will show the 
measure of risk assumed. Having no 
experience to which to refer to, the only 


thing possible is to make an estimate 
from general statistics. Thus far, in 
the case of crop insurance covering 
grain, these estimates have not been 


sufficiently accurate to make the busi- 


ness profitable. 

What data are needed by the insur- 
ance company in order to make a fair 
estimate of the degree of risk they are 
undertaking? If the insurance com- 
pany proposes to insure the farmer only 
against damage affecting the size of the 
crop, then it needs to know, first, what 
is a normal crop for a period of twenty 
or thirty years; and second, the number 
of times and the extent each time that 
the crop yield falls below the percentage 
of normal against which it desires to 
insure the farmer. The chart on page 
114 illustrates these two points, the data 
used being the yield per acre of spring 


2 In ratio form this would be; $9228 by hailXamount of insurance 


cro 


y 


{ 


* 


e undamaged crop 

On the risk assumed, the standard clause reads: “In event of total destruction by hail only of the 
crops herein described, or any part thereof, the amount payable hereunder as to each acre where this 
policy covers shall be the amount per acre named herein, and in event of partial destruction by hail 
only of the crops, or any part thereof, described in this policy, the amount payable per acre under this 
policy shell be in such proportion to the amount per acre specified herein as the damaged portion of 4 
said crop or crops bears to the sound condition of the particular crop or crops so damaged.” 
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3 Bringing, for convenience, these ratios together, they are as shown in the eccompanying table: 
The risk that the ratio will become less than one: 


varieble amt. of grain X variable price 


ti t 
Optional-Sale contrac aaoun of aranca (10) i 
variable amt. fixed price 
Pode ey eee of grain (81 for wheat) 
fixec costs ($7) 
. ’ variable amt. of gra_n due to stcrm 
Misso Senn SERRE Eee 
hry Company undamagel crop 
- Acreage variable amt of prcduct X variable price 
Investment fixed costs 
Hartford Fire variable amt. of crep X variable price 
Insurance Company | Average yield amc unt of insurance 
(optional) var-able amt of ercp 
amt. bu, in policy 
Automobile Insurance Company var-able amt. of ercp X variable price 
contract covering peach crop costs of cperation 
, : variable size of crob X variable price 
Top y fixed ant. of nsured’s loan 
variable amcunt of grain due to hail 
Hail Insurance Contract ee 
undamaged crop 


There are several points in common with regard to these vatios. Jt will be observed: 


(1) That the larger the fixed denominator is, either in amount or dolars, tLe greater the probability 
that the ratio will be leas than one. Thus-in one case the cenomina-or was determined by taking a 
50 per cent crop and multiplying it by a prize that was considerably l:ss tha. one-half the usual mar- 
ket price. The probability, in this case, of the ratio being less than one is very slight. In another 
the denominator was taken as a conservative estimate of the cost of producion. The probability in 
that case was large. 


(2) That in some cases only a part of the hazards are assumed as represented by the numerator, and 
in some cases all of the hazards are assured. Thus in storm insurance, -he hazard of destructive 
storms; in two cases all of the hazards which affect the amount of tLe crop are assumed; and in five 


_. cases all of the hazards which affect the amount, as well as the impor ant hazard of a variable market 


price for the product, are assumed. 


(8) That since the insurance company is liable when the ratio falls below pne, it follows that the ex- 
tent of their liability is one minus the fraction representing the ratio. times the amount of insurance. 
Thus: Company’s liability = (1—ratio) X Amount of Insurance. Tc illustrate this in the case of the 
Hartford Fire Insurance Company’s “Average Yield” policy, the Company s liability is optional. In 
one case it would be, with a $1,000 policy, the market price of grain $1, and an 800 bushel crop har- 


vested: Company’s ability = (1— POST) X Amount of Ins.=20. In the other case, with the 
800 


amount of grair. stated in the policy as 1,200 bushels: Cormpany’s [ability = (1-2) XAmount 
of Insurance 8333.33. i 


(4) That where the amount of insurance is fixed as s definite sum in the dolicy in advance, the con- 
tract becomes a valued policy; and where the amount of insurance shall im no event exceed the loss 
sustained by the insured, the policy becomes one of indemnity; e. g. the Aitomobile Insurance Com- 
pany policy. 
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wheat for the state of Minnesota, ™ 
Finally, it must have this information 
for each particular district in which it 
intends to place insurance. This third 
point is the one of greatest difficulty. 
There have been, for many years past, 
data compiled by the U. S. Department 
of Agriculture, in the Bureau of Crop 


Tun ANNALS OF THE AMERICAN ACADEMY 


Estimates, showing crop yields per 
acre by states and for the United States 
as a whole. In recent years also (i.e. 
beginning about 1915 and in some locali- 
ties farther back), there have been com- 
piled county figures showing the yield 
per acre. There is, in addition, the 
decennial U. S. Census, which gives 


x 


1899 =13.4 bu. per A. 
1900=10.5 
1801=12.9 
1902=13.9 
1903 =13.1 
1904 =12 8 
1905=13 3 
1906=10 9 
1907 =138. 

1808=12.8 
1908=16.8 
1910=16. 

1911=10.1 
1912—16.5 
1918=16.2 
1914=106.3 
1915=17. 

1916= 7.5 
1917 = 17.5 
1918= 21.0 
1919= 9.38 
1920™ 9.5 
1921=> 9.5 
1922=138.7 


24 Yr. 
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Aver. =18.2 bu. per A. 
80%“ =10 45 ec ac t, 


Illustration of the Data Needed to Estimate the Dogres of Risk in Insuring a Farmer Against Damage 
Affecting the Size of His Crop 


If the price per bushel, to measure the company’s liability, is fixed at $1 per bu., then the amount 
of insurance per acre, with 80 per cent of average yield insured, would be $10.56 per acre; and 
yield X$1 ) 
Company's Liab. = (1 eraa Amt. of Ins. 
Simplifying: = Amt. of Ins. — (Yield <$1) for those years in 
which the yield is less than 80 per cent. 
For year 1900-810. 56—10. 50 = 80.06 
1911==$10.56-—-810 10 =80.46 
1914 = $10, 56—810.50=*80 06 
1916=310.56—-8 7. 50-8306 
1919=810,56—8 9.80=$1.26 
’ 1920 =$10.56——% 9.50 — 31.06 
1921 = 810 ,56—8 9.50=81.06 


Total net liability per acre == 87.02 for 2A yrs. y 
or per year SC cents approximately. Loading 664% per cent the premium charge would be 50 cents per 
acre on what would be called $10.86 worth of insurance, or 4.7 per cent premium rate, 
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county and state figures. Individual 
states, in some few cases, might also 
furnish some material supplementing 
the United States figures. Thus, in 
recent years several states, besides 
making their own annual estimates, 
by counties, of crop yields, have passed 
laws requiring every three years that 
the assessors take a census of crops 
planted and harvested. All of this 
material is valuable for insurance pur- 
poses in giving a basis for general esti- 
mates, but is not worked up at the 
present time into detailed form suff- 
cient to give assurance that individual 
risks can be based upon it. 
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Consider, for example? an individual 
county. It is the exception rather 
than the rule to find a county so uni- 
form in kind of soil and in weather con- 
ditions that a figure giving the average 
yield for the county would be repre- 
sentative of each individual farm. It 
would be still less accurate to assume 
that the fluctuations from year to year 
in the yield of an individual farm 
would be similar to the fluctuations for 
the county. One cannot turn to the 
farmer who desires insurance to find 
out what his yield has been for a series 
of even a few years. Farmers very 
seldom keep records, and if asked to 


Exrent AND Causrzs or YranLy Crop Lossrs,* Averaam 1909-1921 





* From Yearbook, U.S. Department of Agriculture, 192%, appendix giving statistics of grain crops. 
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estimate the yield per acre are apt to 
give figures from memory that cannot 
be depended upon. 

There is another group of data 
available which should be mentioned. 
In the fall of each year since 1909 the 
U. 5. Bureau of Crop Estimates has 
sent to its corps of crop reporters 
throughout the United States a ques- 
tionnaire to be filled out, giving the 
causes of crop damage for the year. 
This form, after requiring the total loss 
for the year, lists the various items 
which might cause a loss, such as ad- 
verse weather conditions,—drought, 
floods, hail, frost, hot winds, etc.; 
plant diseases, as blight, rot, rust, scab, 
etc.; Insect pests, as boll weevils, cut 
worms, green bugs, etc.; animal pests; 
and defective seed. The results of 
these figures have been made up by 
states and for the United States, and 
extend over a period, up to the present, 
of sixteen years. The preceding table 
shows the average loss in the United 
States, for the leading causes from 1909 
to 1921, or thirteen years. 

The figure of “total” in the right 
hand column is the percentage of a 
“normal” crop (i.e. 18 year average) 
that is destroyed each year by all of the 
causes shown. It will be seen that 
with the exception of cotton, the major 
cause cf damage was in each case 
drought. For cotton, insect pests 
(the boll weevil), was the leading cause. 

This material has the same limitation 
as that of annual yields, viz., that it ap- 
plies to states or the country as a whole, 
rather than to individual localities. 
The figures are available, however, for 
the preparation of county totals, and in 
some cases separate sections of counties. 
Were these worked up for insurance 
purposes, the companies would have 
what might be called a key rate to 
start with for each county, and from 
this make variations to fit conditions 
in each locality. The figures prepared 
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of annual crop yields could also be com- 
piled in still more detailed form, though 
not without a considerable amount of 
work. In the crop reporting system of 
the Department of Agriculture, volun- 
teer and paid representatives give 
figures for each individual locality, the 
reports being most numerous in agri- 
cultural areas of greatest importance. 
By arranging these individual annual 
reports in a series, it would be possible 
In many cases to work out fairly accu- 
rate “normals” and deviations from 
year to year from the normal. 

Were the data compiled in suitable 
form, so that a rough estimate of the 
hazards involved could be made, it still 
remains a problem what form the in- 
surance is going to take. What would 
the farmer like to have insured and be 
willing to pay for? What can the com- 
pany successfully insure? There are 
at least two purposes for which the 
farmer would like to have crop insur- 
ance. One is as a basis of credit upon 
which he may borrow at his local bank. 
The insurance in this case would not 
need to cover more than 50 per cent of 
the estimated fall value of the crop. 
The rate, however, must not be so high 
that the premium, together with the 
discount charged by his bank, will 
become an unduly heavy burden. 

The second purpose for which the 
farmer would like insurance is to cover 
his costs of production. Two points 
at once suggest themselves; how much 
is the farmer willing to pay for this 
protection; and second, what are his 
costs of production? There is no prac- 
tical value in preparing an insurance 
contract which the farmer will not buy, 
and of first importance in this respect is 


the rate charged. From the experi-: 


ence which the companies have had in 
writing hail insurance, it is reasonable 
to assume that the tier of states from 
North Dakota to Texas would be willing 
to pay between 10 per cent and 15 per 
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cent, and the states east of this group 
5 per cent or 6 per cent. With this 
rate to be charged, could the farmer’s 
costs of production be insured? The 
answer to this question depends en- 
tirely on what the farmer would like to 
have included in his costs. If they are 
to include what might be called prime 
costs; t.6., seed, plowing, disking, or an 
amount sufficient to start the farmer 
again in case of total loss, the insurance 
may be written within the limits of a 
reasonable rate; if they are to include 
all of the farmer’s costs, including esti- 
mates of his own labor and that of his 
family, it is not only impractical, be- 
cause of the rate that would have to ke 
charged, but also impossible, because of 
the indefinite and variable character of 
the costs, to write such kind of insur- 
ance. 

There have been many excellent 
studies of farm costs, both over a wide 
area for a particular year and for a con- 
centrated area over a series of years. A 
conclusion often reached is that, en- 
tering the farmer’s own labor at a very 
conservative figure, he is consistently 
losmg money. Another well-known 
fact is that from farm to farm costs 
vary widely. In the “acreage invest- 
ment” policy issued by the Hartfcrd 
Fire Insurance Company, these varia- 
tions in farm costs (or what farmers 
thought was their farm costs) consti- 
tuted one of the first difficulties they 
encountered, All that could be done 
was to take a conservative estimate of 
the farm costs and let that be, for 
insurance purposes, the investment. 
When this is done, however, unless by 
the merest coincidence the estimate and 
the actual costs are the same, invest- 
ment crop insurance ceases to be such, 
and becomes simply insurance up to a 
certain amount per acre. It migh* be 
a good selling point to call the insur- 
ance “investment insurance” and 
point out to the insured that the amount 
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he is insured for covers hif main costs. 
But in that sense any crop policy which 
pays a benefit might be called “invest- 
ment insurance,” since the benefit will 
meet a part of the costs. 

There has been considerable discus- 
sion, among those mcst vitally inter- 
ested in working out crop insurance to 
a practical basis, as to whether it should 
or should not insure costs of procuc- 
tion. The answer to this would seem 
to be—if total costs, no; if partial ecsts, 
yes. But the real question involved is 
not one of costs of production insur- 
ance or not, but, how much per acre is 
the insurance to be? Suppose, for ex- 
ample, that in a givea case total esti- 
mated costs could be accurately deter- 
mined and were fourd to be $14 per 
acre, and that the important prime 
costs of seed, plowing, disking, drilling 
and rolling were found to be $4 per 
acre. Between these two limits there 
is a range of $10, and the important 
question is, within these limits, just how 
much per acre shall ~his farmer be in- 
sured for? If his insurance is to serve 
as a basis for credit, or to avoid what 
might be called the catastrophe haz- 
ard (1.¢., a crop loss of say 75 per cent 
or more), he need de covered to an 
amount of perhaps not more than $5 or 
$6 per acre, and the rate will be rela- 
tively low; if his insurance is to cover 
the major part of h‘s costs of produc- 
tion, say up tc $10 per acre, the rate 
will need to be higher, since the proba- 
bility of loss is greater. 

- In this connection the second credit 
crop policy cited above offers an addi- 
tional suggestion. The policy in that 
case was taken out by acompany finance- 
ing fruit growers, and the amount 
which they loaned io a farmer was the 
amount for which they were insured. 
If this amoun- was large the rate was 
high, and if it was low the rate was low. 
(See schedule, p. 199). Carrying this 
graded-rate plan over to insurance on 
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the major ‘crops, a similar schedule 
might be worked out there. The 
agent, in soliciting the farmer’s insur- 
ance, might then offer him a policy 
which, in the event of total crop failure, 
or such a failure that it is unprofitable 
to harvest the crop, would pay him $5 
per acre and at a rate of say 8 per cent; 
or he could offer $8 per acre insurance 
at 6 per cent; or 812 at 10 per cent. 
This plan would have this advantage, 
that in case a farmer wanted insurance, 
in which the probability of the insur- 
ance company having to pay was rela- 
tively high, it would be perfectly clear 
to him that he was paying ari extra pre- 
mium for it. 

By properly grading the schedule of 
rates, also, incentive to the farmer to 
take out a small amount per acre in- 
stead of large amount would result. 
This would enable the insurance com- 
pany to get a wide spread of risk and 
require loss payments less often than 
with the higher limits. It would also 
enable them to accumulate individual 
crop records. In time it should result 
in the farmer viewing his policy as a 
means of protection against unusual 
damaze, and not, as at present in many 
cases, a source of profit. And with re- 
spect to hail msurance at least, the 
farmer is not to be blamed for his pres- 
ent attitude either. When fire protec- 
tion is effected at considerably less than 
l per cent, and he is paying from 6 per 
cent to 12 per cent for his hail insurance, 
it is quite natural that he should hope 
for some return on his outlay. 

A problem of equal difficulty to that 
of determining the amount of insurance, 
is what hazards shall be covered. Re- 
ferring to the ratios given in the pre- 
ceding sections, it will be seen that in 
some cases only the hazards affecting 
the amount of the crop are assumed, 
while in others both the risk of a vari- 
able amount and the risk of a variable 
price are covered. From the farmer’s 
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point of view, the latter hazard is of | 
equal or perhaps greater importance ” 
than theformer. From the company’s 
point of view, it is a question of being 
able to cover this additional hazard and 
still keep the premium within reason- 
able limits. It should be observed 
here that in practice the farmer has 
been insured against a declining market 
price only on condition that his crop 
was damaged by weather or plant and 
animal diseases. 

There are two methods by which 
these hazards may be assumed, whether 
one or both. Suppose the company 
desires to cover only the hazards affect- 
ing the amount of the crop. In this 
case a fixed price per bushel would have 
to be assumed as the price at which a 
loss will be measured. Then the com- 
pany can either agree to pay for all loss 
in crop yield below a fixed limit at the 
assumed price, or it may agree to meet 
any loss (usually above 6 per cent or 10 
per cent) which the insured may have 
in such proportion of the amount of in- 
surance as the damage bears to the un- 
damaged crop. The two cases are il- 
lustrated in the accompanying chart. 
Here three examples are assumed: a 
one-third crop loss, a two-thirds crop 
loss, and a total crop loss. The liabil- 
ity of the company is shown in each 
case. In the event of total loss both 
plans pay the same; but where a partial 
loss only occurs, in Case I the com- 
pany is called upon to pay in part (un- 
less the loss is slight) each time; while 
in Case I, unless the amount of insur- 
ance is equal to the full estimated value 
of the crop, the company will be called 
upon to pay only after considerable 
loss has resulted. In the illustration 
shown, one-half of the crop would have 
to be destroyed before the company’s 
liability would begin. The Montana 


i 


crop contract reviewed above illustrates y 


Case I, while the usual hail contract 
illustrates Case II. As applied to a 
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CHART LwusTRATING Two Metuops oF Insvrin3 ‘Crors 
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4 crop policy, plan I would seem to be 
better suited in this respect; namely, 
that under a crop policy covering a 
large number of hazards the insured is 
very apt every year to have a loss from 
one or more causes, and in such event, 
under plan I, the loss would have to be 
large enough to bring the value of the 
crop down to tke amount of insurance 
before it would be considered; under 
plan I{ each separate loss would need 
to be adjusted. 

? The insurance company’s liability in 
Case I above, when it does not assume 
the hazard of price fluctuations, fis: 





casc ll. 





UNDAMAGED 
CROP = JOBU par A, 


Company’s liability 


. 


(1—variable amt. «f crop fixed price) 
amount of insurance 


amt. of insurance. 
or simplifying: 


Compary’s liability 
= Amt. of Insurance — (variable amt. of crop 
X fixed price); 


and with the hazard of a variable 
market price assumed it would be: 
Company’s liability 
= Amt. of Insurancs— (variable amz. of crop 
variable market price). 
This point should be observed:that ff 
the company assunes the risk of a vari- 
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able market price, while the difficulty 
of measuring the risk assumed is there- 
by increased, the actual probability 
of loss is not necessarily increased, and 
for certain crops may be decreased. 
That is to say, for any given vear an 
unusually small crop may result, but 
the price per bushel that year may be 
high and thus offset the low yield; and 
if year after year there are more in- 
stances in which yield and price move 
in opposite directions than in the same 
direction, then the probability of loss to 
the company is lessened rather than in- 
creased by including in the policy the 
element of price. This thought sug- 
gests itself, of course, from the recip- 
rocal relation of supply and price. 
Particularly in those crops in which 
the United States produces a large frac- 
tion of the world’s supply, a large crop 
any one year will have a correspond- 
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ingly low price, or a small crop, a high 


price. But this would only be true * 


provided the increase or decrease in sup- 
ply was due to a per acre increase or de- 
crease, and not one due to variations in 
the yearly amount of land planted to 
the crop. It would then be true for 
insurance purposes, provided the com- 
pany placed insurance over a wide area 
and to such an amount that the aver- 
age yield on the crops they insured was 
approximately the same as that of the 
United States as a whole. It is prob- 
able that for many years the insurance 
company would have to consider yield 
per acre and price as two independent 
risks, and thus be subject to a decline 
in one or the other or both. If the ele- 
ment of price is to be included, it must 
be done by increasing considerably the 
rate or reducing the amount of insur- 
ance. 


The Agricultural Situation as Viewed by a Western 


Senator 


By Hon. ARTHUR CAPPER 
United States Senator 


N the valley of travail which agri- 
culture has traveled in the last four 
years, and from which it is now begin- 
ning to emerge, farmers have had time 
to do some real thinking. At first we 
“saw through a glass darkly,” but the 
economic outlook has grown plainer 
with the years. As a result of this 
} solid and intelligent consideration given 
to rural problems, the future should 
take care of itself in a happier 
way. 

The overproduction debacle hes 
been a nightmare. And it has been 
made more acute in most lines by tke 
operations of farmers in other coun- 
tries. Take wheat for example. In 
the five years before the war the 
United States harvested less then 
50 million acres annually of the great 
bread crop. But in 1919, 75,694,000 
acres were cut. Of course the acreage 
was then reduced slowly, to 57,111,000 
acres for 1924, but it could not be 
brought down fast enough to avoid a 

Slump in prices which drove tens of 
./ thousands of producers into bank- 
ruptcy. Meanwhile Canada increased 
its wheat production in the postwar 
years, as compared to the prewar, 129 
per cent! Australia contributed 32 
per cent, and Argentina 6 per cent. 
And all that at a time when European 
markets were suffering from a dimin- 
ished buying power, because of the 
poverty of the people there! 

This is just an example of what 

occurred in other lines of farm produc- 
c tion. 

It is perfectly evident, then, taat 

greater care must be given to try to 
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balance consumption with production. 
Which is easy to say. But doing it 
with crops is something else again. 

Weather, insects, diseases and a 
hundred other items enter into the 
calculation: these are things whica a 
shoe manufacturer, for example, need 
not consider. 


ÅDJUSTING PRODUCTION TO 
CONSUMPTION 


As another item, lets consider 
potatoes. And at a risk of bringing 
back to memory some unhappy history, 
we will take the crop of 1922 wizh a 
yield of 4.1 bushels per capita. Now 
it has been shown by experience that 
when the crop is above 3.6 bushels per 
capita the skids are thus greased for a 
fine slide. This occurred in 1922 with 
some extra emphasis. Many thou- 
sands of winter potatoes were not 
even dug. 

I know there was some increase in 
the potato acreage that year, but the 
main trouble came from favorable 
growing weather, a considerable free- 
dom from disease and insect injury, 
and the resulting high yields. 

And, of course, it is all wrong that 
a big crop should bring far less money 
to growers than a small yield. But on 
an average we are confronted with the 
hardboiled fact that it does. Now so 
far as the long range trend goes there 
is a faint prospect of a little relief 
from that, maybe, by the develop- 
ment of various kinds of storage facili- 
ties. Potatoes supply an excellent 
example: it is true that dehydrating is 
making some progress in this field, 
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is a slow development. 

In the meantime the grocery bills of 
farmers must be paid. 

And so I say that despite the ex- 
treme difficulty of adjusting production 
to consumption it is a problem of 
major importance, which should have 
all of the thought and study we can 
bring to bear on it. Obviously we 
need all the information we can get on 
probable acreages and yields. All 
agencies, such as the agricultural 
colleges, county agents and farm 
papers should help in bringing this 
to the attention of farmers. It also 
is evident that organized agriculture 
has an increasingly important place to 
fill in this field. 

But after the food is grown’ then 
comes the problem of selling it to the 
best advantage. And here we find 
that conditions are changing rapidly. 

Especially is the long range trend of 
the fcreign demand for American food 
on the decline—and I say this with a 
full knowledge of the interest European 
buyers have been showing these last 
few months in the wheat crop of 1924. 
Unless there is another great war, or 
some other world calamity, I do not 
expect to see American farmers selling 
much food to Europe 10 years from 
now. 


CITY NEEDS AND MARKET 
EXPANSION 


But in the meanwhile we find an 
amazing expansion in the home mar- 
ket—for which we should give many 
thanks. The population of America 
is growing steadily, perhaps as much 
as one and one half million persons a 
year, largely in the cities. These 
great centers of life are fairly prosper- 
ous, and in my judgment they will 
continue to be. Personally I have a 
tremendous belief in the future of the 
industrial life of America—I think the 
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growth of manufacturing in the United 
States is one of the marvels of the age. 
Anyhow the income of city workers is 
99 per cent higher than it was ten 
years ago, and the cost of living is but 
71 per cent more—their wages will 
buy 86 per cent more food than in 
19138. 

This is of extreme importance to 
farmers because of the old axiom that 
when city workers have money they 
will spend enough of it to buy an ample 
supply of food of good quality. 

So we find that the growth of the 
cities has been, and will continue to 
be, an item of vast economic im- 
portance to farmers. The relatively 
declining proportion of agricultural 
population may constitute, as many 
students believe, an element of political 
danger. But this is something that 
the years will show. 

In the home market there is hope. 
It is among our own folks, whom we 


can afford to study, so we can please ~ 


them. 

This effort to “register” on exactly 
what the cities want in the way of food 
will be aided by the growth in co- 
operative marketing. I know mis- 
takes have been made in this field. 
But I would like to’ have someone 
point out to me a line of American 
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business in which the managers have 


not made errors! Through it all this 
united effort in selling has gone ahead 
steadily, handling a larger proportion 
of the products of the farms every year. 
Tt will continue to grow. 


CO-OPERATION OF CONGRESS 


I am glad Congress has been able to 
help in the growth of the new agri- 
culture. Certainly a farmer can now 
co-operate with his neighbor across 
the road without running a risk of 


going to jail. We have made sub- í 


stantial progress with the land banks 
and with rural credits in general. I 
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presume Congress will continue to 
keep closely in touch with the needs of 
agriculture, and to handle legislation 
in a way which will please the pro- 
ducers. At least I am convinced that 
it would be the part of political wisdom 
for the members to do this. In na- 
tional legislation the intelligent, well- 
read farmers of today want sound 
action, and not hot air from speakers 
at the pre-election picnics. 

Briefly, American agriculture needs 
well-balanced production, of quality 
products, sold in the most economical 
way, which includes a larger place for 
co-operative marketing. It must have 
from time to time, the benefit of sound 
legislation by Congress. Please let 
me say, in that connection, that as a 
business man I do not want Congress 
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to “horn in” to business any more 
than is necessary. But—and a bushel 
of buts! In this modern and complex 
organization of our economic and 
social life we cennot let the great 
marketing centers for livestock and 
grain, for exampes, go “hog wild” 
with no rules of tne game, despite the 
fact that this mirht have been safe a 
generation ago. Laws must be based 
on the life of today—on conditions 
now, not those ofthe past. 

So far as the ‘uture of agriculture 
goes, I’m an optimist. I think we are 
through the maix force of the typhoon 
which all but -ngulfed agriculture. 
But for a little wuile yet the going will 
not be easy, acd we must keep a 
“weather eye” constantly on the 
southwest horizor.. 


A National Agricultural Program ’ 


By Henry C. Waiiacn 
Late Secretary of Agriculture of the United States 


URING the war when the need 
was for greatly increased agri- 
cultural production the national pro- 
gram was in fact a farm management 
problem. The urge was to produce 
_ without limit and at whatever cost, and 
the problem was how best to direct the 
farm operations to bring the result de- 
sired. During the war we were filled 
with patriotic fervor. The slogan was 
“Win the war—damn the expense” 
and we did things ourselves and urged 
others to do things which we would not 
have done under other circumstances. 
We had a national agricultural pro- 
gram, but it included only increased 
production and the means to that end, 
without regard to cost or consequences 
then or in the future. Because of that 
farmers generally have had a hard time 
of it since the war. Almost everybody 
assented to the program at that time, 
but it is unfortunate that the success 
with which it was carried out has made 
us so much trouble. 

Now the need is not for greater pro- 
duction, but for a better adjusted 
production and to some extent for a 
reduced production. That is a very 
different matter and much more diffi- 
cult. The plowing up of meadows and 
pastures and seeding to grain is quickly 
done. Getting the grain fields back into 
grass is not so easy. During the war 
there was a good market for every- 
thing produced. Now market demand 
is uncertain with little assurance of 
more certainty in the future. During 

1 From the Journal of Farm Economics (Janu- 
ary, 1924, Vol. VI, No. 1) with the special per- 
mission of H. A. Wallace, of Wallaces Parmer, 
Iowa, son of the late Secretary Wallace. This 


article is reprinted in memory of, and as a tribute 
to, the splendid work done by Secretary Wallace. 


the war prices were reasonably good 
and all could join in urging large pro- 
duction. Now men who value their 
reputations as wise counselors hesitate 
to advise. 

To suggest that the national agri- 
cultural program for 1924, or for any 
other period except in time of national 
emergency, is solely a problem of farm 
management is almost to say that there 
is no national program. Good farm * 
management is necessary to the success- 
ful carrying out of any program, but it 
is not a program except as it applies to 
the individual farm. In times such as 
these the problems of farm manage- 
ment on most farms are reduced to the 
simplest terms and can be stated very 
briefly. For example: produce as much 
as you can and as cheaply as you can of 
what you can produce best; spend as 
little as you can; do without every- 
thing you can: work as hard as you can; 
make your wife and children work as 
hard as they can. Having done this, 
take what comfort you can in the 
thought that if you succeed in doing 
what you set out to do, and if TOE 
other farmers also succeed, you will $ 
have produced larger crops than can 
be sold at a profit and you will still be 
under the harrow. Nevertheless, the 
average farmer is forced by unhappy 
circumstance to adopt exactly that 
policy. It is not good for the farmer, 
not good for the farmer’s wife and 
children, not good for the nation. 

There are those, perhaps, alas, even 
among economists, who lean to the 
view that it is by following such a 
program as I have outlined that the, 
farmer must work out his salvation; 
They say that during the depression of 
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the last three years the farmer found 
himself exactly where he ought to have 
known he would find himself. That 
such periods always follow wars, and 
that the farmer should have knovm 
that and set his house in order. That 
those farmers whose foresight was not 
as good as their hindsight must take 
the consequences, work hard, keep 
cheerful, and if they survive take com- 
fort in the thought that the next time 
they will know in advance what is 
going to happen to them. Those who 
take this view will interpret my subject 
as meaning that the only workable 
national agricultural program is zhe 


, _ satisfactory solution of the problems of 


farm management on the individual 
farm by the individual farmer in the 
light of such kelpful information as he 


can get. 
What is meant when we speak cf a 
national agricultural program? Isita 


program which most farmers are com- 
pelled to adopt by brutal force of eco- 
nomic laws and which therefore be- 
comes national without effort or desire? 
Or is it a program carefully developed 
after taking due note of conditions, 
their causes and effects, and having in 
mind, first, the restoration of agricul- 
ture to a fairly prosperous condition, 
and, second, the maintenance of agri- 
culture as the basis of our national life, 
and the farm home as the instituticn in 
which more than one-third of our young 
people are born and trained for citizen- 
ship? If we mean the latter then a 
national agricultural program must 
necessarily include more than the satis- 
factory solution of the problems of 
farm management. 

If we should undertake to suggest a 
national agricultural program for the 
years 1924-25, it would include at least 
the following subjects as requiring at- 
tention: 

First, good farming with all that 
those words imply; the use of good seed, 
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good cultural methods, good livestock, 
good care and feedmg, economy of 
operation, and everything else that 
goes with really zood -arming. 

Second, which is really included in 
the first, good farm management; wise 
selection of the crops to be grown, and 
of the livestock; adaptation to soil and 
climate; the best adjustment of acreage 
to conditions both or the farm and off; 
proper £tting o? crops for market; and 
everything which ought to go with good 
farm management. 

Third, making aveilable to the farm- 
er through Federal and state agencies 
information which he cannot secure for 
himself but wkich Fe needs to enable 
him to produc: efficiently and intelli- 
gently and to market to the best ad- 
vantage. For example, knowledge 
concerning the contr of plant and ani- 
mal diseases and insect pests, condi- 
tions at home and broad which may 
influence demand ‘or and prices of 
crops grown, such as probable produc- ° 
tion at home and in competing coun- 
tries, business corditions, trade ar- 
rangements; in short, exactly the same 
kind oz informatior the business man 
wants to know ccncerning probable 
markets for his pro lucts. 

Fourth, how best to speed up the dis- 
semination of kncwledge concerning 
the new credit facilities provided by the 
Federal Government, not for the pur- 
pose af encouraging the farmer to go 
deeper in deb= but to help him get out 
by securing lower interest rates for 
what he must borrew and by refunding 
his short term obligations for longer 
periods through wnich he may have a 
fair chance to work out. 

Fifth, such redustion in freight rates 
as may be possibl2 and still maintain 
good -ransportaticn service. 

Six-h, how the government might 
effectively help the farmer bridge over 
this period cf stress, which would in- 
clude consideratioa of thejvarious sug- 
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gestions for disposition of surplus over 
and above domestic requirements in 
such a way as to bring up the domestic 
‘price to more nearly its normal pur- 
chasing value. 

Many other subjects might properly 
be included in the consideration of a 
two-year national agricultural program, 
but the foregoing are perhaps of most 
pressing importance, and with the ex- 
ception of the last two will probably be 
included by common consent. Dis- 
cussion of such a program would im- 
mediately center around any sugges- 
tion ‘of government activity. One 
group for two years past has insistently 
demanded government action to the 
extent of fixing arbitrary prices upon 
important farm commodities. An- 
other group has denounced such pro- 
posals as highly immoral and sugges- 
tive of paternalism and class legislation 
in the worst form. A third group rec- 
ognizes the need of more equitable 
prices for farm production and con- 
cedes the propriety of government 
action, but wishes to be assured that 
any action taken willdo more good than 
harm. This latter group sees the 
folly of arbitrary price-fixing but is 
disposed to favor any arrangement 
which might accomplish the same pur- 
pose without making worse a condi- 
tion which is already bad enough. 

It will be conceded, especially in a 
group of economists, that the unre- 
stricted operation of economic laws in 
course of time will bring about better 
material conditions for those who farm. 
These laws are at work. They are 
driving people from the farms and will 
continue to do so until farm production 
is reduced to a point where the demend 
for food will compel a fair price. They 
are transferrmg the land from those 
who farm it to those who do not, in- 
creasing the number of non-resident 
land owners and the attending evils.: 
They are compelling those farmers who 


THE Annats OF THE ÅMEBICAN ACADEMY 


manage to hold on to follow methods of 
farming which deplete the fertility of 
the soil and permit their buildings, 
fences, and the productive plant to 
deteriorate at a rapid rate, thus using 
up capital investment. They are re- 
ducing the standard of living in the 
farm home, compelling hard labor by 
the farm mother, depriving the farm 
children of their rightful educational 
and social opportunities and creating in 
them a hatred of farm life which will 
lead them to leave the farm at the first 
opportunity. The free operation of 
economic laws is working all of these 
evils, and more. 

Tf there had been no interference by 
the government with economic laws as 
they might affect the farmer during the 
war period; if there had been no arrest 
by the government of economic laws as 
they affect other groups, the industrial 
group, the transportation group, the 
labor group; then the case for the farm- 
er could not be presented with such 
assurance. There was such interfer- 
ence. The farmer was deprived of 
many of the benefits which would have 
accrued to him from the free operation 
of economic laws during the war. 
Other groups have been protected by 
the government from the full sweep of 
economic laws. Once such a policy is 
adopted for the benefit of one group it 
must be applied fairly to all or we enter 
a period of economic and political dis- 
turbance, the result of which we can 
not foresee. 

Confronted with national problems, 
agricultural, economic and political, of 
greater magnitude than ever before 
encountered, would that more econ- 
omists might attune their ears to the 
Macedonian cry that comes up from 
the open country, give up for a time 
their detached seats of observation 
from which they view domestic and 
world activities with cold gray eyes and 
make records which may enable future 
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èconomists to explain what happened, 
and why it happened, and take an 
active interest in those who struggle 
with the definite purpose of helping 
them work out their problems, not 
alone for their benefit but for the bene- 
fit of the nation. 

A national agricultural program 
worthy of the name must include con- 
sideration both of what it is practical 
to do and what ought to be done to help 
agriculture bridge over the present 
depression, and what must be done to 
build a stable and thoroughly sound 
agriculture for the future. 

We have come to the turn of the tide 
in our agriculture. The easily tillable 
land has been occupied. For a con- 
siderable time at least the farmer must 
look for his financial reward not in the 
increased value of his land upon which 
he can realize either by sale or lease, 
but by average annual profits from 
productive work. Before many years 
our consuming population will use as 
much as we now produce, and from 
that time on the problem will be to 
increase food prcduction on a basis 
which will feed our people at a reason- 
able price and give the producer a fair 
return on his capital and a fair wage 
for his labor. 

Any large increase in production 
must come from land already under 
cultivation. There are considerable 
areas of new land which can be brought 
under the plovgh, such as dry lands 
subject to irrigation, wet lands subject 
to drainage, and cutover lands from 
which the stumps may be cleared, but 
the reclamation of such lands cannot 
be considered until prices of farm prod- 
ucts can be depended upon to yield fair 
returns on the capital and labor in- 
vested, 

A national agricultural program 
looking toward the future therefore 
must include: 


The strengthening of scientific re- 
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search in the fields of protluction, utili- 
zation and marketing. 

The direction of land settlement with 
the view to wise use by the farmer 
rather than with a view to profitable 
exploitation by the promoter. 

The survey cf our land resources 
with the purpose of encouraging most 
efficient utilization. 

The direction of reclamation as the 
demand for food justifies the bringing 
in of additional areas, having in mind 
the needs of the community or region, 
as well as of the country as a whole. 
Reclamation policies should grow out 
of public needs and agricultural possi- 
bilities and not out of the dreams of 
engineers or the ambitions of empire 
builders who wish to “develop the 
country” usually for the benefit of 
their own pocketbooks and at the ex- 
pense of the hungry home seeker. 

A consideration of the subject of 
land tenure with full recognition of the 
fact that as land increases in value an 
increasing percentage of it will be 
farmed by tenants, because they can 
better afford to pay rent at a very low 
rate on land value than to burden them- 
selves with the load of debt which 
would be necessary to undertake to 
purchase. The tenant system is in- 
evitable and public interest should be 
directed not toward a hopeless effort to 
do away with it, but toward an effort to 
set up a land lease to which the parties 
will be not only the landlord and the 
tenant but the land itself. 

The development of methods of 
crop insurance by which hazards over 
which the farmer has no control, such 
as weataer, mèy be distributed over 
large farm groups instead of being 
carried as now by the individual. 

The cevelopment of a more efficient 
and ecanomic system of marketing, 
which would necessarily include the 
grading and standardization of crops on 
the farm and the direction, in so far as 


128 


possible, of ‘co-operative marketing 
efforts along sound business channels. 

The consideration of trensportation 
costs as they influence both production 
and the cost of marketing, and the 
reduction of such costs ky readjust- 
ments in the production program or by 
shifting industries. 

The study of transportation systems 
and methods with the hope of improv- 
ing and extending them by greater use 
of highway and water routes. 

These and other subjects of perhaps 
lesser importance must be considered in 
undertaking to prepare a national agri- 
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cultural program. It is assumed that 
it is or will be the national purpose that 
the nation shall be self-sustaining 
agriculturally and that what needs to 
be done will be done to accomplish this 
purpose. 

If such should not be determined to 
be the national purpose, then instead of 
a national agricultural program we shall 
have a class or group program, in the 
working out-of which there will be 
class and group warfare, economic and 
political, with resulting evils from 
which we may earnestly pray to be 
delivered. 








` 


The Farmer’s Foreign Market  ' 


By Rosmer J. McFauu 
Massachusetts Agricultural College 


HE United States at one time was 

the leading exporter of agricultural 
products in the world, but long before 
the disturbances cf war threw unusual 
burdens of production on the American 
farmer, other agricultural nations were 
taking our place in the foreign market. 
Leading thinkers predicted that the 
time was soon coming when America 
would cease to export a surplus of farm 
products. The remarkable power of 


Four agriculture to expand with war- 


time demands tended to discredit this 
theory; but the recent reappearance in 
our own country of an excess of im- 
ports of food over exports in terms of 
value and the development for the first 
time of an actual net import in value of 
all agricultural products gives occasion 
for careful deliberation. At the same 
time our farmers who have a surplus of 
certain farm products for export are 
seriously disturbed over the appearance 
on the world’s markets of an abundance 
of similar products sold by other coun- 
tries at prices below our own costs of 

production. 
The trend of our foreign trade in 
his last half century is worthy of seri- 
ous attention. There is too strong a 
tendency in current literature on the 
subject to fail to consider our agricul- 
tural imports and exports together. 
Intelligent conclusions regarding this 
foreign trade require the consideration 
of these two factors in contrast and in 
algebraic combination. The accom- 
panying charts show the trends of im- 
ports, exports and their difference (net 
export or net import)for all agricultural 
products, as selected by the Department 
¡Of Agriculture. and for food products as 
classified by the Department of Com- 

1 Agriculture Yearbook, 1923, page 1135. 


merce.? The most important items 
included among the agricultural prod- 
ucts and not listed among the foods 
are cotton, silk, wool, hides and tobacco. 
These charts show the movements in 
terms of the dollar, which is the only 
common denominator. They are not 
deflated for the changmg purchasing 
power of the dollar and fail, accordingly, 
to show trends of quantity. Since in- 
flation appears almost equally in expert 
and import values, the relation between 
these two is accurately depicted. 

The domestic exports of farm prod- 
ucts have presented a reasonakly 
steady increase throughout the period 
under review. The upward trend, 
however, in the first decade and a half 
of the century was not as great as the 
price increase during that period. A 
decline in volume apparently was tek- 
ing place. The post-war peak was 
caused partly by an increase in price, 
but an increase in volume amounting to 
about 82 per cent over 1900 took place 
also. Meanwhile, imports of farm 
products were also increasing, on the 
whole more rapidly than exports. In 
this also the peak was in 1919-20. A 
still larger part of this was due to quan- 
tity increase. The first year after che 
war presented such an excess of expcrts 
over imports as to break all previous 
records of net exports in both total’ 
value and quantity. The most impres- 
sive fact is that, leaving out of consid- 
eration the transition year 1919-20, 
the value of imports since the war has 
been maintained approximately at war 
levels, in spite of declining prices. As 
a result, in the year 1922-28, the value 
of agricultural imports exceeded the 


2 Foreign Commerce and Navigation of the 
United States. 
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exports by more than fifty million dol- 
lars; and this in a time when our farm- 
ers were in need of an extension of their 
foreign markets. Thus the resump- 
tion of the prewar trend of disappear- 
ing net exports is suddenly threatened. 
The net exports of foodstuffs tell 
approximately the same story, except 
that the trends are still more strikmg. 
Strange to say, the foreign trade in 
foodstuffs in the seventies showed a 
deficit. Cotton and tobacco were pre- 
eminently the farm exports in the ear- 
lier days. Grain exports had been 
growing in importance for some time, 
but the seventies saw the real develop- 
ment of this trade? and the beginring 
of export of refrigerated meats.‘ They 
also witnessed the great expansion of 
the grain fields. From then on, headed 
by the grain and meat products of the 
virgin lands of the West, the foodstuffs 
overshadowed the other farm products 
in our exports. However, at the be- 
ginning of the century another change 
appeared. The high point of all pre- 
war history in food exports came in 
1898 with a value of $589,988,742, fol- 
lowed in 1901 with another large export 
amounting to 8582,999,518. From 
then on until the outbreak of war the 
total value of foodstuffs exported 
dwindled in spite of price increases. 
Meanwhile, the value of food imported 
more than doubled. In 191% a net im- 
port amounting to $7,721,075 appeared. 
Thenext year net exports were restored, 
but in 1914 the deficit reappeared with 
the larger figure of $44,878,493. War 
conditions wiped out this trend for a 
time and in 1919 the net export 
amounted to more than a billion and a 
half. This situation, however, did not 
last, and the calender year 1923 saw a 
deficit again, this time amounting to 
$41,525,188. In the fiscal year 1923- 


3 Agriculiure Yearbook, 1928, p. 1118. 


í Critchell, J. T. and Raymond J.: A History of ` 


the Frozen Meat Trade. 
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24 this figure had grown td $150,571,- 
996.5 This is the strikmg picture pre- 
sented by our foreign trade statistics 
covering the last half century. That 
the trends are permanent is not assured. 
Other forces might, conceivably, re- 
verse the trend as the war conditions 
reversed it temporarily. 
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The most important agricultural 
export from the United States in the 
year 1923 was cotton with a value of 
unmanufactured fibre amounting to 
$807,102,507. Inthesame year cotton 
manufactures to the value of $188,000,- 
106 were exported. Cotton held first 
place also in 1922, but in the fiscal year 
1920-21 the value of the raw cotton 
export, amounting tc %600,186,000, 
was exceeded by the value of grain and 
its products, which passed the billion 
dollar mark. Grains and their prod- 
ucts, as a class, took the second rank in 
1928 with a total of $311,302,358 in 
value, after a continuous cecline in 
value since 1920. The nearest com- 
petitor of these classes was the com- 
plete class of “‘animals and animal 
products, except wool and hair,” which 
includes fish in the customs classifica- 
tion. This class of animal products ac- 
counted for $466,657,458 in the exports 
of 1928. Among the animal products 
the chief representatives were meats, 
valued at $149,967,748; animal and 
fish oils, valued at $%158,415,728; 
leather, valued at $42,883,952; and 
dairy products, valued at $27,836,395. 
Tobacco valued at $152,303,061; fruits 
valued at 67,450,907; and sugar valued 
at $28,983,391; in addition, many mis- 
cellaneous products were also exported 
in 1923." á 


5 Monthly Summary of Foreign Commerce of- 
the United States, Part IT, June, 1924. 

$ Monthly Summary of Foreign Commerce of 
the United States, Part I, December, 1923. 

1 Agriculture Yearbook, 1928, pp. 1105-08. 
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Against these exports were imports 
in ell these specified classes and many 
others. It may seem strange that we 
import the same classes of products as 
those which we export. We produce 
about 18 per cent of the sugar we con- 
sume. The remainder of our sugar 
consumption heads the list of our food 
imports with a value of $380,179,758 
in 1928. Wool, likewise, is imported 
to the extent of somewhat more than 
one-third of our domestic require- 
ments.? This amounted to $129,710,- 
711 in value in 1923. Cotton is im- 
ported, even though this country ex- 
ports a large surplus of this fibre. The 
reason for this is partially that the do- 
mestic needs require & certain amount 
of an especially long staple which is 
grown here only in limited quantities. 
Cotton imports to the value of $49,442,- 
868 came into the country in 1928. 
Similarly, wheat amounting to 19,501,- 
706 bushels was imported, mainly 
from Canada, to make up for a defi- 
ciency of hard spring wheat which has 
special qualities making it more valu- 
able for bread-making than the softer 
wheats of which the United States has 
a surplus. Largely as a consequence, 
the United States spent $24,061,263 for 
“grains and preparations” in 1923. 
Tobacco to the value of $66,855,897, 
and fruits to the value of $44,269,281 
were also imported in the face of ex- 
ports. Here bananas, to the value of 
$19,738,508, did not compete with any 
important domestic production. Hides 
and skins amounted in value to $118,- 
917,790; dairy products to $40,854,908; 
‘vegetable oils to $64,517,683; oil seeds 
to &68,581,682; nuts to $25,259,295; 
and vegetables and preparations to 
$25,854,182. In addition to these im- 
ports which are largely competitive, 
raw silk was imported valued at $391,- 
942,417; coffee at $189,993,880; cocoa 

8 Itid, 1923, p. 846. 

9 Ibid, 1928, p. 1002. 
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and cacao beans at $83,799,019; tea at 
$29,928,722; and spices at $13,639,485. 
Vegetable fibres are also imported very 
heavily. The Department of Agri- 
culture estimates that about forty-five 
per cent of our imports do not compete 
directly with our ownfarmproduction.” 

It is thus apparent that the larger 
part of the products which we export 
are subject to the competition of im- 
ports, although most of our heavy im- 
ports are products of tropical or orien- 
tal countries. In the foreign countries 
our exports are subject, of course, to 
the full competitive force of the pro- 
duction of other countries. 


CONDITIONS IN PuRCHASING 
COUNTRIES 


The foreign market for the farm 
products of the United States spreads 
over many countries. Some of these 
countries are themselves large surplus 
exporters of food and other agricultural 
products. The chief purchasers, how- 
ever, are those nations which, being 
highly industrialized, have a surplus of 
manufactured products and a deficit of 
the products of the farm. In prewar 
days, the United Kingdom was the 
greatest foreign customer for our farm- 
ers. That country took 87.47 per 
cent, Germany 20.84 per cent, France 
8.11 per cent, Holland 4.68 per cent, 


b 


Belgium 3.01 per cent, and other Euro- ` 


pean countries 10.29 per cent of our 
farm exports. Thus Europe took 88.9 
per cent of all our agricultural ship- 
ments in the prewar period of 1910 to 
1914. Nevertheless, this export trade 
was gradually becoming less concen- 
trated. Europe as a whole and the 
United Kingdom were taking a smaller 
proportion, while Germany and France 
were taking an increasing share." 
6 See p. 181. 


10 Crops and Markets, September 13, 1824:p. He 


u Strong, H. M.: Distribution of Agricultural 
Exports from the Untied States, Department of 
Commerce Trade Information Bulletin No. 177. 
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Japan must also be counted among 
Y the food deficiency nations. She is 
now a heavy importer of rice, a material 
part of which comes from the United 
States.!? 

The Western European nations, as 
a group, consume more agricultural 
products than they produce on their 
own farms. This is not only natural, 
but inevitable, since an important ex- 
port trade in manufactured products 
necessitates a corresponding import 
trade. Farm products, and other raw 
materials are unfailingly among the 
commodities for which such nations 
exchange the products of their indus- 
trial and commercial efforts. England, 
Germany and France, and to a certain 
extent some other European nations, 
not only were aggressively marketing 
their manufacturec. products in other 
countries in prewar days, but carried on 
extensive world shipping and interna- 
tional finance, and had important and 
profitable investments in foreign coun- 
tries. In such circumstances an im- 
port trade in farm products, as pay- 
ment for these goods and services, is 
unavoidable as the economic world is 
organized. Moreover, other nations 
were better prepared than they to ex- 
pand their food production. 

In the years when war-time strin- 
gencies directed popular attention 
more carefully to the food supply of 
these deficiency nations, the ablest 
scientists of the leading countries made 
careful estimates of the food produc- 
tion, consumption, imports, and actual 
requirements of their nations. The 
first such study was that for Germany, 
made by the Eltzbacher Committee. 
Following that, Sir Henry Thompson 


12 Batchelder, C. C.: Economic Pressure as a 
Cause of the Revolt of the Asiatic People Against 
Occidental Exploitation; Annals, March, 1924, 
p. 264. 

B Eltzbacher, Pavl, et al.: Die Deutsche Volk- 
sernährung und dez englische Aushemgerungsplan. 
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made a preliminary survey for the 
United Kingdom.“ A committee of the 
Royal Society thereupon worked out 
more careful estimates !* and since the 
war Sir Thomas Middleton has revised 
these still further, making careful esti- 
mates of the domestic animal produc- 
tion which was based upon imported 
feed. The Interallied Scientific Food 
Commission also made available 
comparable data for France and 
Italy.” 

The final estimates for the United 
Kingdom indicate that in the prewar 
half decade only 34 per cent of the food 
supply came from the home farms and 
one per cent from the home fisheries."* 
France and Italy were more nearly self- 
sufficing. France is estimated to have 
produced 91 per cent and Italy a little 
over 92 per cent of its own food con- 
sumption before the war!” Germany 
also produced the major portion of her 
own requirements. The Eltzbacher 
Committee estimated the foreign con- 
tribution in calories at 20 per cent of the 
prewar consumption.¥ 

In prewar days the United Kingdom 
produced approximately 60 per cent of 
its meat; a little more than one-fifth of 
its grain; practically all of its fresh milk 
and cream, including about 90 per cent 
of all its dairy products; ebout three- 
quarters of its fruits and vegetables 
and Jess than one-third of its other 
foods.” This latter class includes 
sugar, of which that country is, practi- 
cally speaking, not a producer. To 
maintain this showing in livestock 


4 Thompson, W. H : The Food Value of Great 
Britain’s Food Supply; Econ. Proe., Royal Dublin 
Society, March, 1916. 

4 The Food Supply of the United Kingdom. B. 
M. Stationery Office, London (Cd. 8421). 

18 Middleton, T. H.: Food Production in War. 

17 Les Ressources ei les Besoins Alimentaires ces 
Pays Alliés, Commission Sotentifique Interalliée iu 
Ravitaillement. 

18 Middleton, T. H.; Food Production in War, 
p. 91. 
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products, a heavy import of feed was 
necessary. Of the feed concentrates 
used by the British livestock before the 
war, somewhat less than two-thirds 
was imported.!? 

France, as we have seen, was more 
nearly self-supporting. About 87 per 
cent of her grain, almost all her meats, 
slightly more than her consumption of 
dairy products, nearly all her fruits and 
vegetables and more than two-thirds of 
her other food were raised at home.” 
The production of animal products de- 
pended to a certain extent upon addi- 
tional imported feeds. 

Italy made about the same showing 
as France with a slightly smaller pro- 
portion of home production in grains, 
but a surplus of fruits and vegetables, 
and with practically a self-sufficiency 
in all other foods.” 

Germany credited 10 per cent of her 
requirements in grains and potatoes to 
imports. Four per cent of her green 
vegetables, 80 per cent of her fruit, one- 
third of her meats and animal fats, 86 
per cent of her vegetable fats, 58 per 
cent of her dairy products and 41 per 
cent of her eggs were also imported or 
based upon foreign raw materials. At 
the same time one-third of her sugar 
production was exported. In these 
figures an ample allowance is made for 
imported fodder.?° 

This is the picture of the prewar food 
requirements of the chief nations of 
Western Europe. At the same time 
Denmark, Holland and Belgium, and 
several of the other small nations were 
importing food and fodder, although 
some nations, as Denmark, were impor- 
tant exporters of foodstuffs. All the 
industrial countries of Europe as well as 
Canada were using our cotton and to- 
bacco, and Italy and France as well as 
Japan and China were shipping us raw 
silk. 

10 Ibid, p. 37. 

39 Eltzkacher, Op. Cit., pp. 89-75. 
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Resuuts or War 


Great disturbances, of course, have 

taken place since the war. Our-start- 
ing point today is not the prewar situa- 
tion, nor is this our goal. Neverthe- 
less, it probably illustrates more truly 
than present conditions what the under- 
lying economic forces are and in this 
way is a guide to the future. 
’ There is a temptation, when social 
and economic conditions are changed 
for a time, to become pessimistic and to 
feel that such disturbed conditions may 
be permanent. Europe has been a 
long time recovering. Shall we con- 
clude that the development of Europe 
in the century before the war was a cyc- 
lical affair; that the war marked the 
reversal of the cycle and that she is now 
headed for retrogression, or at best a 
slackening development? Her popu- 
lation growth and increase in wealth 
have been enormous in the last few 
generations. Is the future to see the 
end of this movement? Future history 
alone can answer this question finally, 
but our answer today must be that 
there is absolutely no proof that such a 
reversal of development is actually tak- 
ing place more than temporarily. 
France went through a still more seri- 
ous upheaval more than a century ago, 
and subsequent history shows that her 
progress was far from being stopped 
permanently. Social and economic 
upheavals often let loose the forces 
which are struggling for development 
and, after the temporary disturbances 
have passed, the development proceeds 
more surely than ever. 

The war disturbances let loose a flood 
of neo-malthusian utterances which 
would fain lead us to believe that man’s 
further progress will soon be checked 
by a shortage of food. If this school of 
thought is correct in its forecast of the 
future, there would seem little ques- 
tion but that the days of growth of 
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industrialized Western Europe were 
numbered; in fact, the beginning of the 
end is already heralded. Those of our 
farmers who took these theories seri- 
ously and based land speculations on 
their soundness are suffering today. 
Strange to say, these theories in the 
past have seemed to attain most popu- 
larity m the periods just before new 
social expansions. ‘They are based 
largely upon the idea that increase in 
food production comes only with 
greater expenditure of human effort per 
unit of output and proportionate ex- 
pansion of the farm area. ‘There is so 
much truth in the contentions of hese 
writers that their conclusions sound 
plausible. However, they do not place 
before us the real possibilities of in- 
crease from better agricultural tech- 
nique. The claim is that such advance 
will be at increasing costs per unit of 
output. The answer to this claim can 
only be to point to the facts, whichshow 
that, throughout this last century as a 
whole, agricultural expansion has not 
caused increasing costs of food, that a 
decreasing proportion of human popu- 
lation feeds the expanding total vopu- 
lation and that the masses of the popu- 
lation are progressively better fed and 
clothed. The time may come when 
this will change. In fact, temporary 


changes have already taken place. 


However, there were as great reasons to 
forecast the imminency of fundamental 
change a century ago as today. 

We are inclined to hazard a guess 
that, when time has given us an oppor- 
tunity for the proper perspective, the 
present European debacle will appear 
as a temporary disturbance in the 
upward trend of social and economic 
development. The loss of foreign 
investments and of some of the grand 
old social traditions may also be a 


oe in disguise for tae masses 


f humanity. We shall, accordingly, 
base our further assumptions upon 
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such a theory of the ultimate restora- 
tion of European development. The 
prewar economic status will, probably, 
never be restored in detail, but this 
status affords the best available picture 
of the results of economic forces when 
they were in free operation. Funda- 
mentally these forces are now quite 
comparable to what they were then. 
The population is about the same in 
numbers and economic wants and only 
slightly changed in productive skill 
and ideals. The natural resources are 
not changed appreciably. ‘The climate 
is the same. National boundaries are 
changed somewhat. This will cause 
some changes in national economy, 
but no change in that of the group of 
nations, excepting as new restraints 
are put upon intra-European commerce. 
The economic machine is badly 
smashed, but almost all the parts are 
there and the skill is still existent to 
put the machine in working order. 
The great thing wanting has been so- 
cial, not economic; a lack of confidence 
in the future. When confidence is re- 
stored, the economic machine will be 
rebuilt. The prospects today are for a 
slow but sure restoration of confidence. 

If the machine is put into smooth 
operation again we shall see, not a 
return to the prewar status, but to 
approximately the prewar trend with a 
changed base from which to start. 
The starting point is the status of the 
present. The status of the past is, 
however, the best aid toward estimat- 
ing the underlying forces. 


Present Stratus oF Europe Con- 
PARED WITH PREWAR CONDITIONS 


Western Europe has more nearly 
recovered her agricultural production 
than her industrial activity. Taking 
Europe as a whole, however, including 
Russia and the middle eastern coun- 
tries, it is a question if agriculture has 
not been set back furtherthan industry. 
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Unfortunately, it is impossible to 
arrive at any thoroughly satisfactory 
estimate of the present condition of 
either agriculture or industry in some 
of the countries. Reasonably satis- 
factory data exist, however, showing 
the changes in production of crops and 
number of livestock as an index of agri- 
cultural activity and coal production 
and unemployment as indexes of in- 
dustrial activity. 

The production of wheat in Europe 
as a whole makes a remarkable show- 
ing as compared with that of prewar 
days. Countries such as Germany 
and Russia, which have been seriously 
disorganized, show great reduction in 
output. However, increases have 
taken place in some other countries. 
The U. S. Department of Agriculture 
estimates a production of wheat for 
the chief European countries in 1923 
of 1,282,966,000 bushels as compared 
with 1,484,008,000 for the average of 
the five years before the war.” Beet 
sugar production is estimated by the 
same authority at 7,644,370 tons in 
the prewar half decade and 5,255,947 
in 1928.2% The estimate of the prewar 
cattle population is 129,660,000 and 
that based upon the latest records 
(scattered from 1920 to 1928) is 122,- 
818,000.% No information is available 
as to the decreased output in meat 
and milk per thousand of these animals, 
and this matter is of considerable con- 
sequence.“ Just before the war Great 
Britain, Germany, France, Belgium 
and Denmark were credited with 
87,810,000 hogs. Today these coun- 
tries have about 29,249,000.35 


2 Foreign Crops and Markets (U. S. D. A.) 
March 19, 1924, p. 234. 

2 Ibid, April 2, 1924, p. 284. 

2 Jind, June 18, 1924, p. 536. 

34 Merz. P.: The Food Supply of Germany; 


* Manchester Guardian Commercial, Reconstruction 


No. 6, p. 359. Alsol’, p. 138. 
% Foreign Crops and Markes (U. S. D. A.) 
July 80, 1924, p. 110. 
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It is impossible to construct from 
these data a satisfactory index of agri- 
cultural activity, but they do indicate 
that for these items the production has 
declined by 11 per cent for wheat, $1 
per cent for sugar, at least 5 per cent 
for cattle and about 28 per cent for 
hogs. , 

The production of coal is probably 
as good an index as any that exists to 
show the rate of industrial activity in 
Europe. The chief industrial nations, 
Great Britain, Germany, France, 
Czechoslovakia, Poland and Holland, 
produced about 7 per cent less coal, in- 
cluding lignite, in 1922 than in 1918. 
In 1923, owing largely to the Ruhr 
troubles, the deficit amounted to about 
13 per cent. This deficit varied from 
country to country. The index of 
production, based upon 1913 activity, 
stood at 97 in Great Britain, 62 in Ger- 
many (lignite included), 117 for France, 
100 for Belgium, and 285 for Holland.* 

The index of employment is also a 
valuable sidelight on the rate of indus- 
trial output. This for 1923, as based 
upon 1918, stood at 90-92 for Great 
Britain, 92 for Germany, 100 for Bel- 
gium, 91 for Holland, Sweden and Nor- 
way, and 95 for Denmark.” 

One of the best indexes of the busi- 
ness activity of Great Britain is said to 
be the export of manufactured articles. 
In 1928 such exports amounted in 
pounds sterling to 141 per cent of those 
in 1918.% Rectifying this figure for 
the changes in price by the use of the 
Federal Reserve Board’s index number 
for the price of British export goods, 
we find that, on the basis of quantity, 
British exports of manufactured goods 
in 1928 were only 85 per cent as great 
as in 1913. 

The rate of industrial recovery of 


b 


cm 


* Survey of Current Business (U. S. D. C.) 1 


August, 1924, pp. 226, 227. 
21 Ibid, August, 1924, p. 280. , 
28 Ibid, August, 1924, p. 224. 
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Europe is fundamentally the best meas- 
ure of her ability to pay for our farm 
products. The products of her indus- 
trial and commercial life are ultimately 
the basis for her purchases in the out- 
side world. 

Europe’s consumption of foodstuffs 
was increasing in the half century be- 
fore the war. This was due to in- 
creased consumption per capita as 
well as to an expansion of the popula- 
tion. The fact of expansion of the 
population is so well known that it re- 
quires only passing comment, although 
it has been an extremely important 
factor. The increase in per capita 
consumption is not so well known, and 
consequently the subject requires more 
comment. 

This increase in the per capita food 
consumption was more marked in the 
last century than in the first decade of 
this century. The annual production 
of meat in Germany is estimated by 
German authorities to have risen con- 
sistently all through the last century." 
In 1816 it was 18.6 Kg per capita. In 
1907 it was 46.2 Kg, and before the war 
imports increased the amount available 
for consumption by 10 per cent. Pre- 
sumably there was no such important 
import trade a century ago. In Brit- 
ain the per capita consumption of meat 


-of all classes was estimated at 75 pounds 


a year in the middleof the last century.”* 
Just before the war it was about 129 
pounds.®? 

In France the consumption of meat 
also increased greatly in the half cen- 
tury before the war. In spite of the 
fact that the cattle population in- 
creased only about 10 per cent and the 
number of beeves actually decreased, 
the increased weight of the animals 


13 See p. 183. 

39 Critchell, J. T. and Raymond J.: A History 
of the Frozen Meat Trade, p. 2. 

2 Foreign Crops and Markets (U. S. D. A.) 
January 2, 1924, p. 546, 
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and their earlier slaughtéring age was 
so marked that the beef and veal pro- 
duction more than doubled in the fifty 
years leading up to 1913.4 During 
this period the French foreign trade in 
meats was too small to cause much dif- 
ference between production and ccn- 
sumption.22 Hence it is safe to ccn- 
clude that the beef and veal consump- 
tion of France doubled in the same 
time. It is estimated that further :n- 
creases have taken place in Frarce 
since the war.” In most other Euro- 
pean countries, notably Germany,“ 
decreased consumption has been the 
rule since the war, but a decided tend- 
ency exists to make up the deficiencies. 

In the latter part of the last century 
consumption of wheat and barley also 
increased in various European coun- 
tries. Scattering evidence indicates 
also that the consumption of miscel- 
laneous foods increased and that more 
textiles were used.** 

These increases came with increased 
prosperity among the masses. In zhe 
half century before the war real wages 
were advancing in England and also or 
the Continent.” The advance was 
checked at the first of this century, enc 
at the same time the increase in con- 
sumption was slackened. The evi- 
dence available from many sources 


% de Lapparent, M. H.; Elerage des Betes Bo- 
vines (1913). 

2 Lucas, J. E.: Le March de la Vrande en Franc: 
(1917). 

% Foreign Crops and Markets (U. S. D. Ag 
June 18, 1924, p. 546. 

4 Hess, R. H.: The German Food Situation ana 
Import Requirements of Breadstuffs, Meats and 
Fats for 1984 (U.S D. A.. 

* Taylor, A. E.: The European Sttuatior as 
Affecting Demand for Wheat; address befor: 
National Wheat Conference, Chicago, June, 192€. 

% Nourse, E. G.: American Agriculture and ths 
European Market, p. 263. 

47 Kitchin, Joseph: Trade Cycles Chart, Ths 
Times. London, January 28, 19%1. 

Mahaim, E.: Changes in Wages and Ree- 
Wages in Belgium, Journal of the Royal Statish- 
cal Society, Sept., 1904, pp 480-38, 
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indicates that food consumption in 
England and France has largely recov- 
ered from war shortage, but that in 
Germany it is very much below normal. 

What the future may bring forth in 
changes in rates of consumption is not 
easy to determine. It is evident that 
the increased consumption was very 
much in order during periods when in- 
dustrial income was rising more rapidly 
than agricultural prices. This mani- 
fested itself strikingly in the last half of 
the last century. In the half genera- 
tion before the war when agricultural 
prices were recovering from the results 
of the over-expansion onto new lands, 
this trend of higher real wages and in- 
creased consumption was retarded but 
not as definitely reversed as were farm 
prices. Apparently, the comparative 
increase of farm prices was a return 
from a temporary disturbance to the 
more normal balance between such 
pricesand prices for industrial goods, and 
the fundamental trends for each set of 
prices proceed approximately together. 

Taking a view of the past century 
with its ups and downs, the masses had 
increased real wages and manifested a 
strong tendency toward increased con- 
sumption, especially of the choicer 
foods. It seems logical to conclude 


that tke tendency toward higher stand- 


ards of consumption will be resumed as 
soon as possible, but probably with a 
milder degree of increase. It would 
seem that the well-to-do classes were 
already amply nourished, but that cer- 
tain large elements in the population 
are still undernourished.’ 

It should be noted before passing 
that Europe’s share in our exports of 
farm products for the three years 1920— 
22 was 77.17 per cent as compared 
with the 83.9 per cent previously noted 
for 1910-14. The decreases came 
largely in exports to Britain and Ger- 

38 Starling, E. H.: The Feeding of Nations 
(1919). 
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32.93 per cent in the later period 
against 37.47 per cent in the former. 
Germany’s share fell from 20.34 per 
cent to 10.45 per cent." In view 
of the greatly decreased purchasing 
power of Europe, this limited decrease 
in the proportion taken from our agri- 
cultural exports is interesting. Europe 
was not in need of less farm products, 
but was less able to pay. As a result, 
our surplus being insistent, she main- 
tained the amounts purchased quite 
amazingly, but cut the prices. 

This question of the purchasing 
power of Europe is so complex and so 
inextricably bound up with: the rela- 
tive selling positions of other surplus 
producers of farm products and with 
the matter of our balance of trade and 
Europe’s debts to us, that its discus- 
sion must be reserved until later. 


CONDITIONS IN OTHER PRODUCING 
COUNTRIES 

It will be impossible, within limited 
space, to discuss fully the abilities of 
other surplus producers of farm prod- 
ucts to compete with us in our foreign 
market. A brief discussion, however, 
will serve to present the most impor- 
tant elements in this situation. 

Eastern Europe was of great impor- 
tance to Central Europe as a source of 
foodstuffs and other farm products 
before the war. Germany imported 
these products heavily from Russia. 
Austria proper depended largely upon 
those parts of the dual monarchy now 
established as separate nations. Rus- 
sia and southeastern countries of Eu- 
rope were also heavy exporters of grain 
to other countries before the war. In 
the half-decade 1910-14, out of a total 
annual export of wheat from all the 
chief surplus as well as deficiency na- 


tions amounting to 805,578,000 bush- 4 


els, Russia exported 164,862,000 bush- 
u See p. 182. 
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w els, Roumania 54,680,000, Hungary 


had 


49,116,000 and Bulgaria 11,182,000. 

Over one-third of the international 
wheat trade of the world came from 
these countries of Eastern Europe. In 
addition, many other agricultural prod- 
ucts were exported, notably butter, 
eggs, hides, coarse grains, flax, hogs 
and ‘poultry from Russia 4 and corn 
and other coarse grains from the Dan- 
ubian countries. Tne whole economic 
life of these countries is disorganized 
today. How long it will take for it to 
be reorganized is a matter of conjecture. 
The exports from the Danubian coun- 
tries have been cut down drastically ;” 
from Russia they totally disappeared 
and are now attempting to show them- 
selves again in feeble fashion. During 
and since the various revolutions the 
system of land tenure has undergone 
notable changes away from large hold- 
ings under central management to- 
ward smallindividual holdings.“ Opin- 
ions differ as to the future effect of 
this on the exportable surpluses. In 
Russia the change in land ownership 
had already gone far before the revo- 
lution. The revolution has increased 
the peasant holdirgs from 80 to 96.8 
per cent of the total available. For 
the Danubian countries the statement 
is made: 


I~ During the last four years the peasants 


have made great efforts for the restoration 
of agriculture. They set no limit to their 
working time, work 18 hours a day in sum- 
mer, and their effort is made noiselessly and 
almost instinctively.“ 


It is generally claimed that the 
change will tend toward smaller atten- 


3? Agriculture Yearbook, 1928, p. €28. 

40 Anderson, B. M., Jr.¢ Germany and Russia, 
Chase Econ. Bulletin LI, 2. 

4 Manchester Guardian Commercial, Recon- 


pior No. 14, p. 881. 


Ibid, Reconstruction No. 8. 
2 Ibid, Reconstruction No. 6, p. 877. 
“ Ibid, Reconstruction No. 14, p. 831. 
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tion being paid to grain crops for ex- 
port and more to the raising of live- 
stock. It must be remembered thet 
the state of education and the stand- 
ard of living in these countries are not 
of the highest, consequently develop- 
ments are likely to be slow. One 
writer points out that even under the 
old organization Russia was much 
slower than other countries to develop 
her trade.” ‘The natural resources are 
present in this eastern plain of Europe 
which extends, roughly speaking, over 
the Danubian countries and Russia. 
These countries were the granary of 
civilization before the dawn of history, 
and will, to a notable degree, be so 
again. The social elements invalved 
stand in the way of rapid progress. It 
is possible, however, that new typezs of 
social and economic organization will 
appear with or without the help of 
Germans and other outsiders, wh:ch 
will cause a new development in tkis 
section of the world. The recovery of 
the prewar supplies is the maxim-im 
that the outside world can reasona>ly 
expect, however, for a considerable 
number of years and even this is slow 
in appearing. 

Asia makes some important con- 
tributions of agricultural oroducts to 
the outside world. These are lergely 
confined to sugar from Java, the 
Philippines and Formosa; cotton anc 
wheat from India; rice from InZ2ia. 
Indo-China, Siam and Korea; small 
amounts of meat from Indo-China 
and Shantung; and eggs from Chins; 
excepting products which do not com- 
pete with our agriculture. These latter 
products, including vegetable fibres, 
carpet wool, tea, coffee, spices and 
rubber, are very important expcrts. 

The warmer countries in Asia ex- 
porting products ‘which compete wita 
ours are mostly densely populated and, 
as a rule, more likely to turo into 
importers than to become formicabte 
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competitors in the export trade. ' There 
is said, however, to be Jarge room for 
expansion of production of sugar and 
other tropical products on the islands 
and, eventually, of products of the 
temperate zope from Manchuria 
and Siberia. These latter countries 
‘threaten no immediate competition of 
importance, although Siberia had an 
important butter export before the 
war. Asia, under present conditions, 
will probably not be an important low 
cost competitor within the near future. 

Africa has great potentialities as a 
producer. France is already getting 
valuable contributions of agricultural 
preducts from her African colonies, 
and England from hers and Egypt. 
Developments in Africa have been 
slow, and will probably not be pushed 
until higher relative prices overcome 
the inertia which stands in the way of 
the real development of that continent. 
When the inertia is overcome, however, 
the more temperate zones and the mild 
plateaus in more tropical zones may 
well become low cost producers. The 
natural resources are said to be present 
and there is an abundance of labor 
comparable to our southern labor, if 
it can be induced to work. There is 
some immediate competition in meats, 
wool, grain and cotton. 

South America is now a very keen 
competitor in our market for farm 
produce and the opportunities there 
for expansion on to new low cost land 
are still very large. The Argentine 
is the most highly developed section 
as yet, for its climate is ideal for 
farming and its agricultural resources 
are similar to those of our prairie. 
For years its wheat, beef and corn 
have been driving ours off the European 
market and its beef and corn at times 
invade our domestic market. Her 

Æ Reports of the Siberian co-operative associa- 
tions. 

Pearse, A. W.: The World's Moat Future. 
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acr2age of wheat and corn developed y 


rapidly until about 1910 and of oats 
anc. alfalfa right through the war. 
The livestock census of 1914 indicated 
a dscrease in cattle, but the census is 
considered to be inaccurate, and the 
exports of beef developed rapidly until 
the shipping shortage in the last part 
of the war caused a decline. The 
war checked the exports for a time, 
but in these last few years the Argen- 
tine has recovered from us her place 
on zhe European market.“ Agricul- 
ture in that country, in spite of its 
pres2nt development, has abundant 
room for expansion while still ex- 
ploiting the virgin resources of the soil. 
It ia estimated that wheat can be 
produced on an area ten times that of 
the present wheat fields. Moreover, 
her supplies of fuel are too limited to 
form the basis for any great industrial 
expansion of her own. The Argentine 
also is successful in using the immi- 
grants from Southern Europe in her 
agriculture and the potential supply 
of these at present is large.*® 

There are many other parts of 
South America which have already 
enter2d the market and great expan- 
sion of production is possible even- 
tually. Uruguay and southern Brazil 
are developing quite rapidly, but 
have not yet shown their real capacity. 
Southern Brazil, as well as some other 
parts of South America, is sufficiently 
high in altitude to offset in some 
measıre the nearness to the Equator. 
Not only are sub-tropical products 
being raised, but competition is being 
threatened for our beef ** and cotton 
exports. Much of South America 

€ The Economic Development of the Argentine Re- 
publicir. the Last Fifty Ytare, published by Ernesto 
Tornqu:st & Co., Ltd., Buenos Ayres, 1919. 

t Nourse, E, G.: Op. Ci. p. 210, 211. 

9 Forsign Crops and Markets (U. S. D. 
January 16, 1924, p. 57. 

© Manchester Guardian Commercial, American 
Cotton Number. 
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is like Africa in its potentialities, in 
that it will not be used largely until 
lands in the older countries are better 
cultivated. 

Australia and New Zealand are our 
keen competitors on the world market. 
New Zealand is small and fairly well 
developed, but still has abundant re- 
sources for expanding her production 
of grain, beef, mutton, lamb, wool and 
dairy products, which she sells largely 
to England and in smaller degree to us. 
Australia has enormous area, but much 
of it is almost desert and the develop- 
ment of her exports has been very 
irregular on account of disastrous 
drought. Nevertheless, Ausiralia has 
been expanding her farm net ex- 
ports for years, while ours Lave been 
contracting and today her trade in 
similar products to those exported 
from New Zealand is very important. 
She also produces some cotton ™ and 
sugar * in her more tropical section. 
Australia is already a great producer 
and will expand her production, al- 
though probably slowly. 

Canada offers very real competition 
to our’farmers in some lines. The 
fruit and dairy products from the east, 
and the grain, livestock and dairy prod- 
ucts from the west compete with the 
products of our farmers both at home 


\~-and abroad. Western Canada is still 


in the “mining” stage of agriculture 
and, a8 a consequence, her current 
costs of production are low. The 
development of the West has been 
rapid in these last fifteen years and this 
development is not due to the war, but 
to the efforts in railway building and 
land settlement already put forth be- 
fore war was in sight. The develop- 
ment is permanent and can be pushed 
very much further;‘how far is a matter 


81 Agriculture Yearbook, 1928, p. 804. 

2 Ibid, 1928, p. 851. 

8U. S. Tariff Commission; Wheat and Wheat 
Products, 1924. 


141 


of dispute. Itis safe to say, how- 
ever, that with the available land 
resources and the potential immigration 
from Great Britain as soon as farming 
gives greater promise of profit, Canada 
will expand her output much further 
and that without materially increasirg 
the unit cost of production. 

The production of the farms of 
Western Europe itself offers us the 
greatest competition of all in the 
markets of those countries. Even in 
Britain, the gross output of the farms 
ig much greater than the thirty-four 
per cent of the consumption, and 
agriculture, according to the prewar 
census, was the greatest industry in 
the country in terms both of ret 
output and people employed.“ It is 
a common assumption that England 
has been driven to food importation 
on account of scarcity of land at 
home. This assumption is without 
foundation. England turned to the 
importation of food because it was 
cheaper to buy the food than to reise 
it.6 Jf the primary influence hac 
been a greater expansion of demand 
than her own farms could supply, the 
result would have been increasing pzos- 
perity for domestic agriculture. The 
very opposite took place. Three anda 
half million acres of land went ouz of 
cultivation in England during the half 
century before the war.5€ When eon- 
fronted with the products of what is 
termed the “mining of virgin soil” in 
new lands, the British farmer turned in 
distress from one effort to another ” 
without much avail until a new balance 
was struck at the beginning of this cen- 
tury." Leading British authorities 
agree that the agricultural possibilities 

M Oxford Survey of the British Empire, Br:t- 
ish Isles, p. 218. 

& Prothero, R. E.: English Farming, Past 
and Present, pp. 374-892. 

Hall, A. D.: Agriculture after the War. 

’ MacDonald, James: Food from the Fa- West 
(1878) p. ix-xvi. 
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of their coyntry permit of a much 
greater home production of food.® 
One prominent authority claims, very 
optimistically, that, if all the farmers 
would duplicate the practices of those 
who really farm their land carefully,the 
nation would be self-supporting in food. 
He also shows that the farmers who 
follow such careful practices made good 
profits in contrast to the unhappy re- 
sults of the more common types of 
farming.5* Another more conservative 
writer shows that more intensive farm- 
ing methods would not only give much 
greater production but would also be 
more profitable to the farmers over a 
large enough number of years to secure 
average conditions.®° 

As we have already shown, the 
continental countries are more nearly 
independent of the outside for their 
foodstuffs. France supplied herself 
with about ninety per cent of her food 
requirements, and did this with but 
indifferent efforts, before the war." 
Germany, which was the second great- 
est importer of foodstuffs, purchased 
only twenty per cent of her consump- 
tion before the war and her true re- 
quirements are said to have been 
over-supplied. Moreover, there is 
no reason to suppose that even the 
German farmer before the war had 
exhausted nearly all the possibilities 
of agricultural technique known today; 
and greater advances seem still to be 
discoverable.® 


Fall, A. D.: Agriculture after the War. 
Middleton, T. H.: Food Production in War, 
etc, 
Fielding, Charles: (Agricola); Food, etc. 
Fielding, Charles: (Agricola); Food, pp. 89- 
84. 
80 Middleton, T. H.: Food Production in War. 
a Morel, Compere: French Agriculture Since 
the War: Manchester Guardian Commercial, 
Reconstruction No. 6, p. 358 (August 17, 1922). 
®@ Starling, E. H.: The Food Supply of Ger- 
many during the War; Journal of ths Royal 
Statistical Society March, 1920, p. 225. 
© Fielding, Charles: Food, p. 108. 
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The types of agriculture to which 
we are coming with greater develop- 
ment and to which Europe must come 
will be more alike than either will 
resemble the production in the newer 
countries. This should make our 
farming still more competitive with 
theirs. Europe has cheap labor and 
plenty of it. The use of machinery 
is not so highly developed as in this 
country. Increase of competition in 
these markets from their own farms 
will depend largely upon the intelligent 
effort expended on improving the 
farming technique and pushing farm- 
ing operations. The application of 
such effort, in turn, will depend largely 
upon the degree to which it will 
continue to pay these countries to 
devote their energies to industry and. 
commerce, rather than to agriculture. 
The immediate prospect is that their 
best efforts will be devoted to the 
restoration of their commercial ac- 
tivities, particularly with countries 
producing a surplus of agricultural 
products. This situation rather than 
lack of facilities for home production 
of food will be the limiting factor in 
the development of European agri- 
culture. 


Tue Srarus or Our TRADE IN THE 
More Inerortant Propucts 


A brief presentation of the situation 
in the trade in the chief commodities 
among our agricultural exports should 
be helpful. 

Cotton, which is our banner export 
product, has always found its largest 
foreign market in England. Never- 
theless, in the latter part of the last 
century, when the total exports of 
cotton were increasing very rapidly, 
Germany greatly increased her de- 
mands for this fibre and France and 
Italy also became important customers. 
In 1928, the United Kingdom took 


- 1,580,916 bales, Germany 1,011,614 
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bales, Japan 674,008 bales, France 
658,077 bales, Italy 583,811 bales, 
Canada 193,028 bales, Spain 171,529 
bales, and Belgium 161,062 beles out 
of a total export ‘of 5,279,165 bales.’ 
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production, as portrayed in the 
accompanying chart. 

In the year 1922-23 the Dara 
States produced 9,761,817 bales of 
cotton out of a world total crop esti- 
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The export of cotton in these last few 
years has been affected by our ‘short 
crops as well as by, the slackened 
foreign demand. Our production has 
been seriously curtailed by the ravages 
of the boll weevil and recently has been 
threatened by the pink boll worm, 
which is a new pest for this country.’ 
Meanwhile our consumption has been 


\ increasing more rapidly than our 


§ See p. 181. 
% Agriculture Yearbook, 1921, pp. 323-406. 


mated at 18,705,000 bales. In 1909-18 
the United States production was 
13,088,235 out of 23,580,000 bales. 
Doubtless, a normal world ercp in 
these last few years would have bzen 
disastrous to the producers, but it 
appears also to be true that the high 
prices due to short crops have seriously 
hampered the textile industries and, 
as a result, have greatly injured the 


8 Ibid, 1928, p. 796. 
% Ibid, 1928, pp. 802-04, 
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market for our other crops. In this 
way dear cotton makes cheap hogs. 
As we have already noted, the domestic 
mills are taking an increasing part of 
our own crop. This situation has 
long caused worry to the industry 
abroad. For about two decades the 
British Cotton Growing Association, 
representing labor as well as capital 
in the textile industry, has been en- 
deavoring to stimulate the growth of 
more and better cotton within the 
Empire.” The results up to the end 
of the war may be described as in- 
different and progress during the war 
was negative. Nevertheless, it has 
been brought to light that in many 
places excellent natural facilities exist 
for cotton growing. India already 
produces more than four million bales 
and Egypt considerably over one 
million bales annually. The produc- 
tion in India is growing and the quality 
is being gradually changed to auit 
British needs. The production in 
Egypt is nearly static, but the Soudan 
is being opened up for production and 
promises material results, both on 
humid and irrigated lands. South 
Africa and many other parts of that 
continent now under British control 
have the climate and soil for this crop, 
but the labor, though racially similar 
to that in our own cotton belt, is still 
very inferior. Many of these places 
and Australia are making beginnings 
in cotton production and promise 
results in the future if the United 
States supplies are reduced still far- 
ther. Recently the Empire Cotton 
Growing Corporation has taken hold 


of the work of expanding this produc- 


87 Annual Reports of the British Cotton Grow- 
ing Association. 

88 Cotton Growing in the Soudan, publication 
of the British Empire Cotton Growing Associa- 
tion (1918). 

* Himburg, W. H.: The Part Played by Our 
Empire in the Production of Raw Cotton; 
Journal of the Textile Institute, June, 1924, 
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tion and has been given the right by 


law to levy a tax for the expansion of * 


its efforts on all cotton purchased by 
spinners in Great Britain.” England 
is determined on this matter now and 
the United States will find serious 
competition in this crop unless her own 
output is expanded and costs reduced. 

The grain exports of the United 
States have, as a rule, been of less value 
than the cotton exports. Neverthe- 
less, the export trade in wheat and 
other grain has assumed tremendous 
proportions at times. 
wheat flour in terms of bushels of whole 
wheat, became very prominent in the 
exports in the seventies. A temporary 
peak was reached about 1880. After a 
decline for a decade, another peak was 
reached in 1892. The greatest export 
of prewar history came in 1902 with 
the equivalent of 234,778,000 bushels. 
After this an irregular decline ensued 
until just before the war. The war 
stimulated unprecedented exports of 
wheat and flour. The total went up to 
the equivalent of 382,465,000 bushels 
in 1914-15. In 1920-21 the record of 
866,077,000 bushels was made on a 
rapidly falling market.” The United 
Kingdom has always been the chief 
purchaser, although in prewar days 
Germany purchased extensively, and 
France less heavily, when we had a 


Wheat, and. 


surplus for export.? In these last two—' 


years the United Kingdom still leads. 
The customs records claim an export of 
16,463,247 bushels of unground wheat 
to the United Kingdom and 24,539,647 
to Canada in 1923. This shipment to 
Canada was almost certainly either 
shipped through or re-exported after 
milling, the export of United States 
grain through Montreal having been 
very heavy these last few years. Italy 


7 Tke Board of Trade Journal, October 11, 
1028, p. 872. 

1 Agriculture Yearbook, 1923, p. 1118. 

2 See p. 129. 
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took 15,817,247 bushels. Holland is 
also charged with a large amount, 
6,438,247 bushels. Here again, prob- 
ably at least a substantial portion even- 
tually found its way further, this time 
to Germany. Belgium, France, China 
and Japan are also charged with sub- 
stantial amounts. The year 1928 
shows a total export of 116,490,023 
bushels of wheat in the form of grain, 
and the equivalent of 189,884,275 
bushels including flour. Wheat is also 
imported to a certain extent. In pre- 
war years these imports were irregular. 
In 1920-21, 51,004,000 bushels came in 
and a substantial amount has appeared 
each year since.” ‘This is largely due 
to the superior quality of hard spring 
wheat for bread-making. We do not 
produce enough of this quality for our 
own use while Canada produces it very 
extensively. 

Corn is also exported, although in 
smaller quantities. Again we find a 
rapidly rising export up to the last of 
the nineties, when an average of 192,— 
531,000 bushels was attained. From 
that time on until just before the war 
the corn exports fell irregularly to 
10,726,000 bushels in 1918-14. The 
war stimulated somewhat larger exports 
but post-war demands have broken the 
war records. In the year 1921-22, 
179,490,000 bushels were exported.” 


In 1922, 163,609,218 bushels were ex- 


ported, chiefly to Canada (which really 
uses at least some of the corn herself), 
Germany, the United Kingdom and 
Holland. In 1923 the quantity had 
fallen to 42,187,732 bushels in total.® 
The imports of corn had been increas- 
ing in prewar years, reaching the total- 
of 12,367,000 bushels in 1918-14. In 
1919-20 10,229,000 bushels were im- 
ported, but since then the imports have 
been small.” 

Other coarse grains and oil-cake 

£ See p. 131. 


™ Ibid, 1923, p. 1098. 
11 See p. 144. 
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meal are also exported, -principally for 
the livestock ọf Western Europe. Oil- 
cake and other protein concentrate 
feeds and oil seeds are also imported. 

Rice and rice products are important 
in our foreign trade. Prior to the end 
of the war the imports surpassed the 
exports. In these post-war years, 
however, the imports have decreased 
rapidly, while the exports have risen to 
large figures.” In 1923 the exports of 
rice and its products amounted to 
848,888,531 pounds. Japan was the 
chief market, with 61,427,584 pounds. 
The United Kingdom followed with 
48,467,547 pounds. Canada, Belgium, 
France, Chile, Holland, Argentina, and 
France also were important customers.’ 

Our foreign grain market does not 
hold forth such good promise as the 
market for cotton. When we stop to 
consider the situation that will probably 
develop within a comparatively few 
years, when Eastern Europe is again 
producing for export and Canada has 
one of her periodical bumper crops, the 
future does not look bright. Carada 
alone is perfectly capable of producing 
half the world’s import demand3 in 
wheat. She can do it in a good year 
without further expansion. Adc to 
this the one-third of the world’s require- 
ments formerly produced by Eastern 
Europe and there is but little room for 
the supplies from the southern hemi- 
sphere. Moreover, the Canadian wheat, 
as already noted, has milling qualities 
superior to the type which this country 
is ready to raise for export. Last, but 
not least, the cost of production is 
lower in Canada, according to the fnd- 
ings of the Tariff Commission, and 
the cost of transportation to the sea- 


, board is also lower. In such cireum- 
stances, it would seem best for the 


American farmer to devote his ener- 
gies to something else than wheat for 
export. 


n Agriculture Yearbook, 1928, p. 1114. 
a See p. 141, 
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There is a'demand for feed grains 
and Canada cannot compete on corn 
and cotton-seed products. The Argen- 
tine, however, can compete with us 
successfully in selling corn. The cot- 
ton-seed products and other protein 
concentrates can probably be retained 
at home with advantage and converted 
here into animal products, thus saving 
the nitrogen for our soil. Corn also 
can be, and is, best exported in the form 
of pork. These last two items are 
practically one in the export market 
and will be considered under the head- 
ing of animal products. 

The exports of dairy products were 
fairly important in the last quarter of 
the last century.“ From then on until 
the beginning of the war the exports of 
butter and cheese steadily declined. 
The butter trade turned to a net import 
in 1914, while the cheese trade became 
a net import in 1905 and reached the 
greatest deficit in 1914.75 During the 
war and immediately thereafter, ex- 
ports of butter and cheese again ex- 
ceeded the imports and condensed milk 
assumed an importance in the export 
trade. This latter persists as a net 
export in itself. Butter and cheese 
have again become net imports and 
the total of all manufactured dairy 
products amounted to a net import of 
nearly half a billion pounds of milk 
equivalent in 1923. This is a larger 
deficit than before the war. In addi- 
tion to this net import of manufactured 
products, in the year ending March 81, 
1924, Canada shipped in 2,783,866 gal- 
lons of cream and 2,191,895 gallons of 
milk. There is such a tendency today 
toward recovery of the former export 
trade of the old surplus producers in the 


northern hemisphere and such an ex- - 


% Pirtle, T. R.i Handbook of Dairy Statistics, 
U.S. D. A. 

T McFall, R. J.: Livestock and Animal Prod- 
ucts Statistics, 1909-19; publication of Domin- 
ion Bureau of Statisıcs, pp 129, 180. 
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pansion of production in the countries 
south of the equator that we may, for a 
time at least, anticipate stronger rather 
than weaker international competition.” 

We still maintain a net export of eggs 
in spite of the dried and frozen eggs 
which come in from the Orient. In 
fact, this is one farm product whose net 
export is consistently increasing.’®” 
We have had no deficit since 1896. 
The net export was increasing before 
the war and we still have a considerable 
trade in spite of the decline from war 
years. Nevertheless, our export trade 
is small when compared with our total 
production. Cuba was our best cus- 
tomer in 1923, followed by Canada, 
Mexico and the United Kingdom.’ 
Poultry products may be shipped in- 
creasingly, for they are the product of 
settled rather than frontier agriculture. 
There is a real demand abroad for high- 
class eggs, as shown by the success of 
the Danish trade, but the United States 
exports fewer eggs than does that one 
small country.”® The future possibili- 
ties of the poultry products market and 
that for dairy products are not dis- 
similar. There will eventually be 
ample demand, and we can produce 
the products. The question that de- 
termines the real development of such 
commerce is as to whether or not 
our domestic demand will continue to 
expand more rapidly than the produc- 
tion. 

Our fruit trade contains important 
exports and important imports. In 
1923 the exports were valued at 
$67,450,907 and the imports at $44,- 
269,231. Of the imports, bananas ac- 


‘eounted for $19,738,508. The remain- 


der was largely competitive with our 


` % McFall, R. J.: Economic Studies, Business 


_ Conditions, No. 12. 


< TI Agriculture Yearbook, 1923, p. 1111. 

3 See p. 181. 

7 McFall, R. J.: Economic Studies, Business 
Conditions, No. 9. ` 
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own production. The largest item in 
the export list is apples, which were 
valued at $16,212,399. The United 
Kingdom was,the chief customer for 
these. Next in order were oranges 
with a value of $8,478,712 going largely 
to Canada. Pears exceeded all the 
remaining fresh fruits with a value of 
$2,521,498. Raisins were valued at 
$7,627,291. For these Canada was the 
largest customer, and the United King- 
dom was second. Prunes amounted 
to $5,211,262 and apricots to $2,383,- 
321. Western Europe and Canada are 
our chief customers for, these. Canned 
fruits accounted for $15,076,085 among 
our exports. Of these the United King- 
dom takes about two-thirds in yalue.*® 

Our foreign trade in fresh fruits is 
largely with Great Britain and Canada. 
The latter country takes great quanti- 
ties of our citrus fruits and will probably 
continue to take them. Great Britain 
is a valuable market for fresh fruit, but 
the Continent has always offered diff- 
culties in the expansion of such a trade. 
Increasing prosperity should bring in- 
creased demand. Our chief competi- 
tion in the sale of deciduous fruits on 
the British markets comes from Canada, 
the production in the southern hemi- 
sphere coming at a different time of 
year from ours. 

The market for dried and canned 
fruit is large and it should be possible to 
expand this increasingly without fear 
of disastrous competition. 

Tobacco has been an important ex- 
port since colonial days. In 1923 the 
exports were valued at $152,303,061, 
and the imports $66,855,897. The ex- 
ports went to a wide list of countries 
with the United Kingdom easily in the 
lead, taking an amount valued at $79,- 
994,729.° China and Australia were next 
in the line of customers, and all the 
leading Western European nations pur- 
chased important amounts. In spite of 

€ See p. 131. 
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thefact that tobacco is one of our earliest 
exports, it has, shown a consistent in- 
crease in export and, while the ship- 
ments grew somewhat during the war, 
they have been maintained recently at 
levels higher than the prewar.’® 

The history of our foreign trade in 
beef and its related products shows an 
expanding export up to a high point of 
about 1,175,000,000 pounds in 1906, a 
very rapid decline to a large net import 
in 1914, a modest recovery of net ex- 
port during the war, since when the net 
exports have declined. The ordinary 
figures on beef exports tell only a part of 
the story of the foreign trade connected 
with our cattle industry. During the 
period of heavy export, the shipments 
of live cattle to England ordinarily ac- 
counted for more than one-half as 
much as our shipments of dressed beef 
and beef fats taken together. Since 
1912 the movement of cattle has been 
inward, largely from Canada in the form 
of “feeder stock” for fattening in the 
corn belt. In 1919 this movement 
reached the high total of 642,895 head 
of cattle. . Since the war our exports of 
live cattle have re-appeared and ex- 
ceeded the live imports in 1921 and 
1922. With these exceptions, the esti- 
mated slaughtering weight of the im- 
ports has exceeded that of the live ex- 
ports. The exports of dressed prod- 
ucts include very heavy emounts of 
beef fats. The heaviest recorded ship- 
ments go to Holland, the ultimate 
destination for a large part probably 
being England. It is impossible to 
separate all the beef products in the 
customs records, but the error involved 
from neglecting the miscellaneous items 
is not large. A somewhat larger error 
appears in estimating the slaughtering 
weights of the live animals imported 
and exported. The accompanying 
chart is based upon computations 
which eliminate these errors as far as 

1 Agriculture Yearbook, 1923, p. 1118. 
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possible and show the net imports and 
exports of beef, including fats, and 
live enimals reduced to meat equiva- 
lents. Had not the fats been included 
since the war the chart would have 
shown a net import in this late period. 
It must also be remembered that, in 
addition, we have a net import of cattle 
hides of very large proportions. In 
1928 this amounted to 268,071,688 
pounds with a value of 848,672,821.° 
The present export demand for beef 
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the United States practically dis- 
appeared on the British market during 
that period. Recently, according to 


the Department of Agriculture, the- 


costs of production in the Argentine 
appear to be materially lower than 
ours.2° The average exports from that 
country for the years 1921 to 1928 
were 66 per cent above the average 
for 1909-19. Uruguay and Brazil 
have also increased their exports mate- 
rially and can readily. continue the 


UNITED STATES BEEF 
ANNUAL SURPLUS w K0,000,000 POUNDS 


= 
E 
N 
g 
g 
x 
esa 284 


i 
g 


is large, but we have difficulty in 
competing with other countries and 
that diffculty will likely continue. 
The chief competition in beef exports 
comes from the southern hemisphere. 
England is the chief importer and in 
the decade before the war she so ex- 
panded her sources of supply that 
the trend of the average import 
price was actually downward, while 
our price trend was very markedly 
upward.”* It is no wonder, in such 
circumstances, that the supplies from 

6 See p. 181. 

% See p. 164. 





increase. South Africa offers con- 
siderable possibilities in the export of 
beef and already contributes to world 
trade. The beef market has been 
unprofitable recently for New Zealand 
and Australia and their output is not 
being developed as rapidly as it might 
were the competition from South 
America less severe. Market con- 

= Arner, G. B. L.: The Cattle Situation in Ar- 
gentina (U. S. D. A.) 1924. 

& Foreign Crops and Markets (U. S. D. A.) June 
18, 1924, p. 547. 

See p. 140. 
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2 Weddell & Co., 86th Annual Report of the 


Frozen Meat Trede (1928). 
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ditions which would be profitable for 
American producers would probably 
greatly stimulate production in Aus- 
tralasia. It is estimated that the 
world total cattle population has 
increased by 24,090,000 head since 
before the war. This figure may be 
an exaggeration on account of the 
vagaries in the Argentine census reports, 
but it is certain that the cattle popu- 
lation has increased greatly in many of 
the surplus producing countries. The 
foreign market is now taking large 
quantities of beef fat from us and 
this may continue. It appears to be 
quite certain that the American corn 
crop can compete on the world’s 
markets when converted into animal 
fats. If it were not for the opposition 
of those who raise cattle for sale as 
feeders, the farmers of the corn belt 
could probably expand their profits 
from fattening Canadian feeder cattle 
for the export market. Even with a 
high duty there is now a large import 
of such stock for fattening and this 
helps along what little beef export 
that does exist, 

The foreign trade in mutton and 
lamb, including sheep and lambs, in 
meat equivalent, is distinctly on the 
net import basis and has been, with the 
exception of a few scattering years, 
since 1897. The war did not serve 
to reverse this situation, but rather 
made it stronger until 1917. Since 
the war, each year has broken prewar 
records of net import and in 1920 the 
high point of 108,000,000 pounds was 
reached. 

The reduction of the pork trade to 
the basis of a net figure for all products 
live and dressed, is of importance 
chiefly in summarizing the data for 
the various kinds of meat and fat. In 
no case is the international movement 
of live hogs noteworthy. There are, 
however, great changes in the foreign 
demand for dressed pork products. 
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Recently the demand is’ very strong 
for lard, just as it is for beef fats. 
The lard is exported heavily to the 
European continent as well as to the 
United Kingdom. In these last three 
years the export of lard exceeded that 
of all other pork products.* The net 
export of all pork products is shown 
in the accompanying chart. It will 
be noted that the trend was irregularly 
downward before the war, violently 
upward during the war to record break- 
ing levels, and that a tendency exists 
now for the trade to establish itself on 
an upward trend starting from a level 
as high as that of the end of the last 
century. (See next page.) 

Hog products from the United 
States find a very real demand in the 
foreign market. This is particularly 
true of our lard. Strange to say, while 
the European wants our hog fat, he 
does not relish it mixed so strongly 
with the meat as he finds it in our 
bacon. The Britisher m particular 
wants a comparatively lean bacon. 
In the circumstances, our hog prod- 
ucts fill a different place than the 
hog products of other countries. We 
probably could not compete with 
what is known abroad as the “becon’”’ 
type of hog, which is relatively thin 
and meaty. Neither can we sell ouz 
fat bacon to the best advantage.® 
We can, however, sell the clear lard 
without a great deal of direct compet 
tion. Our efficient hog production is 
based upon corn feeding. That makes 
fat efficiently. The combination be- 
tween the climatic and soil conditions 
of the American prairie, the lard type 
of hog and American farming methods 
appear to present a very efficient 
means of producing a kind of fat much 
sought after in foreign markets. The 
Argentine and parts of the Danubian 


6 See p. 181. 
8 Commerce Reports (U. S. D. C.) October 9, 
1922, p. 88. 
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country have the natural facilities for 
this production and may eventually 
develop it, but have shown no marked 
indications of such development as 
yet. There probably are other things 
which those countries can do to better 
advantage unless the American prod- 
ucz becomes considerably more ex- 
pensive on the world’s market. 

It may be said briefly that no lack 
of foreign demand or presence of undue 
competition threatens our export of 
cotton, pork and other animal fats. 
The chief danger of losing this trade 
lies in our possible failure to supply 
ample quantities at favorable prices. 
As our economic life develops it also 
is probable that there will be ample 
opportunity to export more highly 


specialized raw farm products, such 
as fruits, and we should find increasing 
outlets for manufactured goods based 
upon farm products. 


THE INFLUENCE OF Dest PAYMENTS 
AND THE BALANCE oF TRADE 
SITUATION 


The infiuence of our general foreign 
trade situation, including the pay- 
ments on debts due from European 
countries, is frequently regarded as a 
serious Obstacle to the healthy develop- 
ment of our export trade. Half a 
century ago, when the value of our 
exports and imports was small, the 
effect of interposing such an “in- 
visible” item into our balance of trade 
would have had very far-reaching 
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effects. Today the proportions of our 
foreign trade are such that any debt 
payments now arranged, or likely to 
be arranged, can be absorbed without 
seriously disturbing our commerce. 

Jt would seem hardly necessary to 
develop any argument to the effect 
that practically all foreign trade settle- 
ments are made ultimately in the form 
of goods or services and that the major 
portion of the payments is made in 
actual goods. We already hold more 
than a convenient share of the world’s 
gold. The movements of gold will be 
mostly outward in the next few years. 
Debt payments and payment for our 
current exports must be made ir the 
form of services, such as ocean trans- 
portation, or else in the form of goods. 
The shipment of goods may be deferred 
in which case a temporary settlement 
is made by means of credit. Such 
transactions, however, mean future 
payment in goods or services and the 
amount of such payment is increased 
by the addition of interest to the 
principal, This is what happens when 
international investments are made or 
international loans floated. 

The European debts, public and 
private, potentially due the United 
States are estimated to reach a very 
large amount. There is no chance 


that these debts will be paid in large 


lump sums. The terms of payment 
of the British debt of $4,600,000,000 
have been definitely arranged.** These 
terms call for payments reaching over 
a long term of years to cover interest 
and payments on principal. No defi- 
nite arrangements have been made for 
the other important national debts. 
The financial state of the debtors 
renders it certain that there will be 
no immediate large payments. Pay- 
ment may or may not be made even- 
tually, but assuredly any payments 
that may be arranged for in the near 
H Commerce Yearbock, 1922, p. 448. 
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future will be modest. * There is no 
certain knowledge regarding the private 
debts, but we are led to believe that 
the major portion of these has either 
been paid in full, paid in depreciated 
currency, or written off as “bad 
debts.” 

The terms officially arranged for the 
British debt call for annual payments 
amounting approximately to $160,000,- 
000 for the first ten years, and $180,- 
000,000 to 8185,000,000 thereafter. 
There seems little chance of getting 
the other debtor nations to swell this 
sum for the immediate future. These 
figures by themselves are large; but 
their influence on our economic life, 
however, is not their absolute size but 
their relation to the amount of our 
foreign trade. In 1923 the total value 
of our imports was $8,791,938,018 and 
of our exports $4,091,151,669.6 The 
figures in the British debt payments 
look, and are, small in comparison with 
such totals. They are also very small 
in comparison with our total national 
income of approximately $60,000,000.- 
000. The debt payments can readily 
be absorbed into our national consump- 
tion, especially since our national pro- 
ductivity is estimated to increase in 
quantity about $4 per cent a year on 
the average. On this basis the pay- 
ment of the debt would absorb a little 
less than 10 per cent of the normal in- 
crease in our national productivity for 
one year. This is trivial compared 
with the fluctuations whick. appear in 
our economic activity from time to 
time with changes in weather conditions 
or the business cycle. The debt pay- 
ments can be absorbed without making 
their effect particularly noticeable. 

A greater effect may perhaps come 
from the further developments of the 
factors which make up our annual 
balance of trade. The present indica- 
tions are that for the next few years our 

e See p. 1381. 
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investments in, or loans to, Europe will 
offset the payments op debts. Tem- 
porarily, our exports will probably con- 
tinue to exceed ourimports. The longer 
this is kept up either as an invest- 
ment policy or as the result of trade re- 
strictions on imports, the greater will 
be the necessity later either to accept 
large imports or to reduce our exports. 
That may be a cause for future anxiety; 
for the present the extension of credit 
will probably obliterate even the small 
, influence of debt payments. 

It also is of interest in this connection 

to note that our 


agricultural exports constitute the most 
valuable group among all the domestic ex- 
ports from the United States and, on the 
average, form more than one-half the value 
of the total domestic products leaving the 
country. ` 


In such a case a material portion of 
whatever effect of debt payments or 
credit extensions there may be on our 
whole commerce will appear in our 
trade in farm products. 


Forrian EXCHANGE AND 
INFLUENCES OF INFLATION 


The influence of foreign exchange for 
some years will probably be greater 
than that of actual debt payments. 
Here again there is danger of jumping 
at conclusions too rapidly. The for- 
eign exchange rate on any country is 
‘due to several factors, To the extent 
to which it is due to monetary inflation 
in that country and the effect of that 
inflation has been thoroughly reflected 
in its prices, the influence of exchange 
is negligible. To a large extent Euro- 
pean prices have risen to offset exchange 
rates. The price levels of England 
were almost the same as ours last July 
when converted to the gold basis.®® 


1 See p. 132. 
85 Federal Reserve Bulletin, October, 1924, 
p. 807. 
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Trading with that country should not 
be impaired by the exchange rate with 
the United States. Continental ex- 
changes as a rule, however, and prices 
have not fully kept pace. French 
prices in gold were at 117 in July as 
compared with our 156. This cón- 
stituted a real handicap to trade, but 
not so great a barrier as would be indi- 
cated by the exchange rate alone. 

The greatest influence of foreign ex- 
change on our export market for farm 
products comes from the position in 
which we find ourselves as compared 
with the position of our competitors in 
the same market. Here again we need 
to know not only the exchange rate, 


\ 
i 


x 


but the price level as well, or the price ™ 


level in terms of gold values. Canadian 
exchange is at about the same level as 
ours, but Canadian prices in gold were 
at 149 when ours were at 158.85 It 
would appear that so long as that state 
of affairs continued, Canada would 
have an advantage over us in competi- 
tive trade. Any country that com- 
petes with us in the sale of farm prod- 
ucts and has materially lower prices for 
those products than our prices, by 
reason of either the exchange rate or 
the domestic price level, has the ad- 
vantage over us in making sales. 
Since most of our competitors do have 
such an advantage over us, one reason 
for our present balance of trade in 
agricultural products is apparent. . 

It is impossible to outline such con- 
ditions for all our competitors, but the 
case with Argentina is striking and 
illustrates the general situation. Ar- 
gentine exchange stood at 83.42 per 
cent of par in the third week of last 
September.®* Prices in that country, 
instead of being higher than ours to 
offset the smaller purchasing power of 
their money, are comparatively lower 
than ours. Cattle prices in Buenos 


“Federal Reserve Bulletin, October, 1924, 
p. 830. 
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Ayres for 1925 were only 90 per cent 
of the 1918 price in pesos. As a 
consequence, our prices for export 
beef would have had to be down to 75 
per cent of prewar to compete with 
that country even as poorly as we did 
in 1918. Moreover, the general retail 
price level in that country is also low. 
This index was 136 in pesos or 113 in 
gold.®° This low level of general prices 
affects the cost of production of cattle 
and all other agricultural products. 

A thorough discussion of the reasons 
for a higher price level in gold in the 
United States than in competing pro- 
ducing countries would require much 
space. It is possible that our present 
possession of the lion’s share of the 
world’s gold is one great reason for 
this situation. An examination of the 
balance of trade figures since the out- 
break of war for these other countries 
might also show the influence of 
a cumulative “unfavorable” balance 
tending to depress their rate of ex- 
change. High tariffs discouraging im- 
ports into the United States may also 
have an effect upon the comparative 
situation. 

How long such exchange and price 
conditions will last it is difficult to 
determine. They are gradually cor- 
recting themselves and will probably 
Meanwhile, 
our export sales are made in the face 
of strong competition. 


Tue EFFECT OF THE FOREIGN SITUA- 
TION UPON Farm PRICES IN THE 
UNITED STATES 


It is more than a coincidence that 
the average price of farm products in 
the United States has been below the 
general domestic price level, while 
the effective purchasing capacity of our 
chief foreign markets is low. Our 


\ agriculture produces a surplus of many 


% See p 148. 
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products beyond the présent normal 
requirements. «The tendency always | 
in price-making is for the weakest 
market necessary to consume the whole 
supply to be the determining factor. 
If we have a surplus beyond the re- 
quirements of the home market, the 
price will be set in the outside markets. 
Only monopolies which can maintain 
a two-price system can escape this rule. 
The present ability of Europe to pay 
through the products of their factories 
and their commercial activities has an 
enormous influence upon our prices 
for farm products. It is worthy of 
note that the purchasing power of 
farm products was greatly depressed 
when the “paying power” of Eurcpe 
was the lowest and that the two are 
recovering together. ® 

It is not so evident why the prices 
for cotton and wheat, which are being 
exported heavily, are comparatively 
better than for beef, which is exported 
but little. The effect of European 
depression shows up most plainly on 
the average of all farm products, since 
farming is more or less of an integrated 
business in which many substitutions 
of one crop for another are possible. 
The effect on any individual crop is 
varied by particular conditions. A 
study of our beef situation indicates 
that we would have a surplus for 
export if the domestic price were as 
much above prewar levels as are prices 
in general. Fundamentally we have 
an exportable surplus, but foreign 
competition chokes the export flow 
and necessitates domestic sale at low 
price. In such a case the influence of 
foreign conditions is certain to appear. 
In the case of dairy products the price 
level is not depressed so greatly because 


87 McFall, R. J.: The Balance Between Agri- 
culture and Industry, The Annaiist, November 7, 
1921. Economic Studies; Business Conditions, 
No. 10, July, 7, 1928. 
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our own production is smaller in com- 
parison with the domestic demand. 
Wheat and cotton prices are high on 
account of world shortages. A world 
shortage of any product will send 
prices high at any time. Shortages 
come and go, and cannot be depended 
upon to increase farm prices normally. 
Products which we do not produce in 
excess of our normal national needs 
may be less depressed in price than 
exportable products, especially behind 
a tarif wall. The only hope, how- 
ever, of maintaining a flourishing 
export business is, through efficient 
production, to cut down our costs and 
sell high quality goods at competitive 
prices. 


CONCLUSIONS 


The general trend of our foreign 
trade in farm products shows that, 
temporarily at least, the nation is fac- 
ing a situation where the imports of 
food and other farm products are 
greater in value than the exports. 

The shipment of some of our formerly 
important exports has already virtually 
disappeared and that of certain other 
products threatens to be engulfed in 
foreign competition. The beef ex- 
port appears already to be a thing of 
the past and grain exports, excepting 
rice, are seriously threatened. 

The demand for cotton, pork and 
enimal fats is particularly strong and 
we can probably maintain our hold on 
these markets if we maintain our quan- 
tity and quality and sell at prices that 
vill not be tco tempting to a relatively 
inactive foreign competition in the pro- 
duction of these products. 

The foreign demand for fruits, to- 
bacco, dairy and poultry products and 
manufactured farm products is'subject 
to an intermediate degree of competi- 
tion. Developments in this quarter 
are particularly dependent upon our 
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ability to sell in a competition that is 
keen but possible to meet. Quality, 
salesmanship and price will determine 
the comparative degree to which such 
products are sold. 

At the present our chief market, 
which is Western Europe, has plenty 
of need for our farm products, which is 
one factor in demand. She is weak in 
the other factor in demand, which is 
ability to pay. Consequently, she 
must buy at low prices. 

The influence of foreign debts is 
small and likely for a few years to be 
outweighed by the influence of exten- 
sion of credits and other foreign invest- 
ments. The influence of a policy of 
restriction of imports, however, may 
eventually hamper our export of agri- 
cultural products. 

The general situation as regards for- 
eign prices and rates of exchange is at 
present highly unfavorable to our ex- 
port of farm products. This situation 
is improving. 

Europe might conceivably produce 
a much larger share of her agricultural 
requirements, but to do so she must re- 
vise her economic policy and specialize 
less upon exporting industrial goods to 
outside countries. There is no immedi- 
ate prospect for such a change of 
policy. 

When all is said, however, on these 
other subjects, the fact remains that the 
degree to which agriculture shares in 
our exports depends largely upon our 
own internal economy. Some will say 
that our tariff policy will affect the 
comparative place of farm products in 
our export trade. The finally deter- 
mining matter, however, will be the 
relative economy and efficiency in our 
own production of farm goods and in- 
dustrial goods. We shall continue a 
heavy export of something. Interna- 
tional competition will force us to ship 
the goods which we produce most eco- 
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nomically. Our natural resources for 
agriculture are excellent and not as 


nearly exhausted as some think. Our’ 


industrial resources are also excellent. 
Which lne of production will develop 
best depends largely on the compara- 
tive efficiency developed in these two 
fields. If the farmers look to boosted 
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prices for profits they must lose their 
foreign markef. If they seek ard 
find lower costs of production ard 
specialize on producing what the 
best markets want, there is no rtea- 
son why we should not maintain £ 
certain amount of export trade ir 
farm products. 


A Domestic Market for American Farm Products an 


By L. C. Gray 
Economist in Charge of Land Economics, U. S. Department of Agriculture 


HE gravity of the depression suf- 

fered by American agriculture 
from 1920 to 1924 is so well established 
by known facts that it can no longer be 
concealed by the well-meant efforts of 
some to compel an over-optimistic view 
or the deliberate attempts of others to 
disguise as much as possible the magni- 
tude of the farmers’ difficulties. Dur- 
ing the present year, a considerable 
amount of partial relief has been af- 
forded by the occurrence of poor crops 
in other countries, as well as by certain 
adjustments in our own farming econ- 
omy, but it is by no means clear that 
the depression is ended. 

The depression called attention to 
certain disadvantages involved in the 
fact that some of our great staples are 
on an export basis, disadvantages that 
consist especially in the difficulty of 
controlling the level of value of agri- 
cultural products by the conventional 
method that may be resorted to by 
other industries—namely, the imposi- 
tion or modification of import duties. 
Consequently, there has been some 
tendency to anticipate a time when our 
agriculture may be largely devoted to 
production for the domestic market. 
What is the outlook for achieving this 
condition and what are its implications 
for the welfare of the American farmer 
and of the nation as a whole? These 
questions are important irrespective of 
whether the great depression through 
which we have been passing shall per- 
sist or shall prove to have run its course. 

It is desirable at the outset to take 
stock of our present position in regard 
to the external market and sources of 
supply. This need be only a bird’s-eye 
view, for the writer has discussed the 


subject in considerable detail in a pre- 
vious number of The Annals, and the 
situation has been presented in even 
greater detail in other more recent 
publications.! 


CAUSES oF Export DECLINE 


The rapid expansion in the volume of 
our agricultural exports reached a peak 
about 1897-98. Thereafter there was 
a rapid decline which continued until 
approximately the outbreak of the 
World War. This decline consisted 
mainly in bread grains and livestock 
and livestock products. The proxi- 
mate explanation is not far to seek; for 
the per capita acreage of wheat was 
decreasing with great rapidity and that 
of corn somewhat less rapidly. ‘The 
change during approximately the first 
decade of the present century was quite 
remarkable. The five-year average 
per capita acreage of harvested wheat 
centered on the year 1909 was only 
three-fourths as large as it had been for 
the corresponding period a decade 
earlier, while for corn it was less than 
90 per cent as large. 


increased slightly during the decade, 
and in spite of the expanding depreda- 
tions of the boll weevil, the trend of 
cotton exports was slowly upward until 
about the outbreak of the World War, 
but not rapid enough to offset the de- 
crease in exports of grain and livestock 
products. 


1 The Annals, March, 1924. See also articles 
“The Utilization of Our Lands for Crops, Pas- 
ture, and Forests” and “The Wheat Situation” 


in Yearbook of the U. S. Department of Agricul- 


ture, 1928; Nourse, Edwin G., American Agri- 
culture and the European Market, New York, 1924, 
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On the other | 
hand, the per capita acreage of cotton 


} 


i 
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The fundamental causes of this gen- 


eral trend were numerous and compli- 
cated and would require much space for 
analysis. Briefly, the change in gen- 
eral trend reflected the rapid increase 
of our consuming population in cities 
as compared with our population en- 
gaged in farming, which resulted in a 
more rapid increase in the domestic 
price levels of our principal exported 
food products than occurred in the 
price levels of the same products in the 
European consuming markets.? 

This tendency, however, probably 
reflects a more significant fact, namely, 
the disappearance of our reserve of 
easily cultivable land of good quality 
and the great shrinkage in the per 
capita area of pasture. The first fac- 
tor was largely qualitative, the second 
quantitative. Of land physically ca- 
pable of cultivation we have upwards of 
600 million acres not yet under the 
plow, an ‘amount nearly double the 
estimated crop acreage of 1920, but 
practically all of it is characterized by 
important disabilities of one kind or 
another—poverty of soil, excessive 
aridity or moisture, necessity of clear- 
ing of stumps, brush or stones, remote- 
ness from market. 

Through encroachment of crop utili- 
zation and increase of population, it has 


~ „ been estimated that the per capita area 


l 


of pasture was reduced by approxi- 
mately 50 per cent in the three decades 
preceding 1920. ? 

In the period from 1900 to the 
outbreak of the World War the ex- 
pansion of the grain producing area 
was largely into the semi-arid lands 
of the Great Plains and inter-moun- 
tain plateaus, where uncertainty of 
rainfall and high cost of transportation 


2 Cf. Nourse, Edwin G., American Agriculture 
and the European Market, pp. 296-303. 

3 For fuller details see “The Utilization of Our 
Lands for Crops, Pasture and Forests,” Year- 
book of U. S. Department of Agriculture, 1923. 
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tended to raise the marginal suppl: 
price. , 

The abnormal demand of the World 
War period completely reversed the 
tendency which characterized the dec- 
ade and a half preceding the great strug- 
gle. A large expansion of the area de- 
voted to the bread grains and some 
contraction in the per capita disap- 
pearance in this country made possible 
a large increase in exports of wheat and 
rye. An unusual succession of good 
corn crops resulted in a considerable 
increase in the exportable surplus of 
hog products. On the other hand, the 
depredations of the boll weevil, the 
migration of negro laborers to northern 
factories, the cutting off of Central 
European markets, and the increased 
demand for cotton in home consump- 
tion were factors which resulted in a 
decrease during the war period in the 
volume of cotton exports, a tendency 
which has not been reversed during the 
post-war period.- The exports of cotton 
for the past five years have been less 
than 70 per cent of the amount for the 
five years 1909-14. 


REACTIONS FROM MARKET COLLAPSE 


It is not necessary to describe in de- 
tail the great change which followec 
the collapse of the price level of agri- 
cultural products in 1920 and 1921, but 
it is worth while to sketch briefly the 
reactions of this great change on ou? 
agricultural production and export 
trade. 

The wheat area, which averaged for 
1919-22 about 18 million acres above 
the average for 1909-13, had been ir- 
creased largely at the expense of pas- 
ture and to some extent at the expense 
of corn and other crops, but also by tke 
extension of the farming area in tke 
Great Plains region. During the past 
three years there has been a slow but 
steady decrease in the acreage of wheat 
and rye, a decrease the slowness »f 
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which illustrates the economic inertia 
that prevents a quick readjustment of 
farm acreage to the demands of a de- 
clining market. However, the read- 
justment, though tardy, is already con- 
siderable. The preliminary estimate 
of the wheat acreage harvested in 1924 
is only 124 per cent above the average 
for the five years preceding the World 
War. In fact, on a per capita basis the 
estimated wheat acreage of 1924 is 
slightly less than that for the five-year 
period preceding the World War. 


RwpapdsustmMent PERIOD 


The volume of export of wheat has 
also decreased rapidly in the period of 
readjustment. For the seven vears 
1914-20 our net exports of wheat and 
flour were equivalent to an average of 
255 million bushels. Our exports last 
year Lad decreased to 166 million. 
But, on the basis of the average yields 
of 1914-20 and the average annual per 
capita disappearance for food and feed, 
and allowing for seed, the acreage of 
1924 would provide an export surplus 
of only 118 million bushels a year, 
which is only about 15 million bushels 
more than the average exportsfor 1409- 
18. Approximately the reduction of 
another million acres of wheat area will 
bring us back to the same basis which 
prevailed before the World War. 

Of course, the reduced acreage of 
1924 was largely in response to the 
very discouraging price level of 1923. 
It is conceivable that the prices of the 
present year may stimulate some in- 
crease of wheat acreage. Neverthe- 
less, it appears that on an acreage basis 
we are not far from the prewar status. 
Indeed, if there had not been some re- 
duction since the prewar period in per 
capita requirement for feed and seed, 
the wheat acreage of 1924 would make 
possible on the average a smaller ex- 
port surplus than was available in the 
period 1909-14. 
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The general tendency of rye produc- 
tion has been similar to that of wheat 
production but the readjustment has 
been less complete. Before the World 
War rye was of very minor importance 
as an export crop, but the exports were 
rapidly expanded, so that as late as 


1922 exports of rye in bushels amounted - 


to nearly one-fourth the volume of 
wheat exports. The acreage in 1924 
was still nearly double the average of 
1909-18, but the average yield per acre 
of the expanded area has been some- 
what smaller than in the prewar period. 
However, on the basis of average yields 
and per capita disappearance, the 
acreage of 1924 would normally provide 
an export surplus of a little over 20 
million bushels. This is about twenty- 
five times the average exports of 1909- 
18, but the surplus is the growth of 
only about one and a half million acres, 
so it represents a very small phase of 
the problem of returning to a balanced 
agriculture. 

Tn relation to total area and produc- 
tion, direct exports of corn have never 
been very significant, nor was there any 
significant expansion either in acreage 
or exports during the war. Indeed, the 
outstanding fact is that the acreage 
of corn was approximately the same in 
1928 as in 1910, which signifies a de- 
crease of nearly 17 per cent in per capi- 
ta acreage. An unbroken succession 
of years from 1919 to 1928, when the 
yield was above the ten-year average of 
1909-18, furnished a surplus for the 
five years which exceeded by nearly 
one and a half billion bushels the quan- 
tity of corn produced in the five years 
1909-13, although the average acreage 
in the later period was actually less 
than in the earlier one. 

This tremendous corn surplus, to- 
gether with the great reduction in 
Europe’s purchasing power which was 
an important cause of the depression, 
made corn so cheap that a considerable 
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expansion in the volume of direct ex- 
ports occurred in 1921 and 1922, a con- 
dition which was largely terminated by 
the higher prices which resulted from 
the unfavorable outlook for the crop of 
1924. 

However, the enormous expansion in 
corn surplus took zhe form mainly of a 
large increase of hog production and of 
the export of hog products. Even 
before these circumstances arose, pork 
and lard were important items in our 
export trade, the only remaining kind 
of livestock products that continued to 
hold an important place in our exports. 
It is estimated that the exports of pork 
and lard in 1919 represented the prod- 
uct of 15 per cent of our total pork pro- 
duction. The product of 1923 was 27 
per cent larger than in 1919 and the ex- 
ports 30 per cent greater. 

However, the short crop of 1924 has 
greatly increased the price of corn, and 
consequently the export demand. The 
hog surplus is being rapidly diminished 
not only by rapid marketing for slaugh- 
ter but also by reduction in the number 
of pigs farrowed end in the number of 
stock hogs. In short, the war pro- 
duced no ever-expansion in the corn 
and hog industry. The apparently 
excessive surplus was largely the result 
of an unusual combination of fortunate 
seasons. Per capita acreage of corn 
and even the per capita number of hogs 
are lower than they were a decade and 
a half ago. 

Tobacco is another product which 
occupies a place of considerable im- 
portance in our export trade, though 
of much less importance in terms of 
acreage and general significance than 
the products previously considered. 
There was a steady increase in acreage 
and production of tobacco from 1914 to 
1920, followed by a considerable reduc- 
tion in the first years of depression, but 


` in 1923 a return nearly to the acreage 


of 1920. There was a further reduc- 


tion in the current year so that the 
estimated per capita area in 1924 was 
about 17 per cent larger than the aver- 
age for 1909-13. However, the entire 
acreage in tobacco is only about a hat 
of one per cent of our total crop area 

We have now considered briefly the 
extent of the export surplus for proc- 
ucts which represented nearly 85 per 
cent in value of our total agriculturel 
exports in 1923, and a much larger 
proportion of our products which are 
really on a net export basis. In fac, 
the products which have been consic- 
ered comprise practically all that are 
of great importance in discussing tke 
question of a domestic market for farm 
products. 


Can tHE Untrep States REACH A 
Domestic Basis? 


The above survey has shown that we 
have nearly achieved the prewar 
relationship between exports and pro- 
duction. Whatever abnormal expan- 
sion the war occasioned has been 
nearly eliminated by the silent proz- 
esses of readjustment. - 

However, in the years just precedirg 
the World War we still had a con- 
siderable export surplus. In ordinary 
years we were then able to sell this 
surplus at prices which, as compared 
with the depression period. were rela- 
tively satisfactory. In other words, 
our export surplus in the prewar years 
was not an abnormal surplus in the 
sense that the surplus, say, of 1921-22 
was abnormal. 

However, even if we are back or nest- 
ly back to the export basis of 1909-13, it 
does not follow that this surplus may 
not prove excessive under the changed 
conditions of supply and demand which 
have resulted from the war. Itis known 
that Europe has been reduced to a 
greater measure of self-suiiciency for 
food products, and that in all tae 
large consuming countries, including 
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our own, the-war induced important 
economies in per capitg consumption 
through closer milling, modifications 
in diet, and other adjustments. Al- 
though Russia and some of the coun- 
tries of Southeastern Europe no long- 
er contribute as formerly to the export 
acreage of the bread grains, yet there 
was an enormous expansion’ of wheat 
acreage in Canada, the Argentine and 
Australia, so that on the basis of 
countries for which comparable statis- 
tics are available the world’s wheat 
acreage was about 12.5 per cent 
larger in 1923-24 than the average for 
1909-18. The world acreage of rye, 
however, does not appear to have 
materially changed. There is also 
a probability that Russia and the 
grain-producing regions of South- 
eastern Europe may become larger 
factors in the export market. It is 
also recognized that Canada has a 
large potential area of virgin land 
capable of use for small grain. 


POSSIBILITIES or EXPANSION 


Even in our own country we have 
large possibilities of expansion in 
grain production when the value level 
shall justify the cost involved. It will 
be recalled that in 1919 our harvested 
wheat acreage was over 40 per cent 
greater than for the year 1924. In 
this country, as well as in Canada and 
Australia, there is a large potential 
grain-producing area consisting of 
semi-arid lands where, on account of 
irregularity of rainfall or uncertainty 
as to frost, grain production is hazard- 
ous but entirely practicable when the 
value level is high enough to justify the 
risks involved. In fact, by utilizing 
inferior lands and intensifying pro- 
duction it would be possible to pro- 
duce in the United States the entire 
present wheat supply of the world. 

In short, the course of our export 
trade in the bread grains depends 


THE ANNALS OF THE American ACADEMY 


mainly on (1) the effective demand in 
importing countries, and (2) the re- 
lation of marginal supply prices in the 
United States to the marginal supply 
prices of its principal competitors. In 
view of the large number of unknown 
circumstances affecting these condi- 
tions, it is only possible to suggest 
some of the considerations which may 
indicate the balance of probabilities. 

Demand is conditioned by consump- 
tion requirements and ability to pur- 
chase and is, of course, inversely 
affected by the price level itself. The 
first question, then, is as to the increase 
of world population and the bearing of 
this increase on requirements for con- 
sumption of wheat and rye. Fortu- 
nately, the countries which rely mainly 
on these grains for bread are those 
which have fairly good population 
statistics or reliable estimates, for, 
while it has been estimated that the 
population of the world is increasing 
at the rate of approximately 20 mil- 
lion per annum,‘ a considerable pro- 
portion of this increase consists of peo- 
ple who are not consumers of wheat 
and rye. 

Excluding Russia, all of Asia except 
Japan, and a few minor countries for 
which comparable statistics are not 
available, it appears that the world’s 
wheat-eating population increased at 
an average rate of a little more than 6 
million per annum from 1909-18. A 
calculation of average per capita dis- 
appearance of wheat and rye for the 
several countries indicates that about 
25 million bushels of wheat and 7.3 
million bushels of rye would be re- 
quired to provide for such an increase 
of population. This suggests at least 
the probable volume of expansion in 
requirements of wheat and rye that is 


i Tylor, W. Russell: The National Increase of 
Contemporary Peoples. An unpublished doctoral 
dissertation prepared at the University of Wis- 
consin. 
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< likely to prevail as population growth 


returns to an approximate normal 
status. For wheat at least there is 


; also a considerable unsatisfied con- 
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suming power due to inadequate abil- 
ity to purchase. With improvement 
in economic and political conditions 
this potential increase in consuming 
power on the part of existing popula- 
tions would probably be reflected in a 
considerable increase of demand. 


From DEBTOR TO CREDITOR 
NATION 


Some promise of improvement in the 
general] financial condition of the 
Central European comtries has become 
apparent as a result of recent political 
developments. However, there has 
been considerable progress since 1914 
in these countries toward a greater 
self-sufficiency and also in the way of 
economies in milling and consumption. 
Furthermore, American expcrts are 
hampered by the remarkable reversal 
in credit balance whereby, from being 
a debtor nation to the extent of a net 
balance of about five billion dollars, 
we have become a creditor nation with 
a net balance of approximately 15 
billion, though much of this latter 
consists of unfunded obligations not 
yet bearing interest. It has been 


„estimated that for 1923 interest on 


private debts due this country plus 
interest on the British debt to this 
country will nearly equal the invisible 
items in our balance of accounts with 
Europe. Should France or other 
European countries begin paying inter- 
est to this coufitry this would still 
further increase the balance of pay- 
ments due this country.’ 

It is clear, then, that simce 1914 
there has been a net change in favor 
of this country of several hundred 

5 See article “The Economic Future of Our 


Agriculture,” by C. L. Holmes, Journal of Politi- 
cal Economy, Oct. 1924. 
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million dollars of annual interest pay- 
ments. This cay be offset by addition- 
al borrowing for a time, which merely 
postpones and ultimately increases tha 
payment of interest to this country; or 
it must be offset by increased exports or 
services furnished by foreign countries 
to this country or by diminished pur- 
chases by foreign countries in this 
country. Increased exports of mant- 
factured products to this country are 
hindered by our high tariff barriers. 
We have also somewhat restricted 
services in the form of shipping charges 
through the maintenance cf a sub- 
sidized merchant marine, but there 
has been a marked increase in American 
tourists’ expenditures in foreign coun- 
tries. 

The fundamental scarcity in word 
capital which resulted from the war 
and which is much more manifest n 
Europe and other foreign countrizs 
than in the United States® appears 
likely for some years to stimulate loans 
by this country abroad, a policy that 
will be facilitated if greater political 
stability shall be achieved in Europe 
and the Orient. It would not be sur- 
prising if investment of capital >y 
this country abroad should continue 
an important characteristic of cur 
national economy for a considerable 
number of years. In this case, the 
unfavorable reaction of the balance 
of payments on our export trade may 
be postponed until a more remote 
period. 

Whatever may occur in this regard, 
the existing poverty of Europe, and for 
that matter, of other sections of zhe 
world, is likely to restrict buying to 
fundamentals. Since Europe must 
meet its obligations to America io 
some extent by exporting manu‘ac- 
tured products either to this courtry 

* See “Cheap Money, Gold, and Federal Re- 


serve Bank Policy,” by Benjamin M. Anderson, 
Jr., Chass Economio Bulletin, IV, No. 3. 
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or indirectly through triangular trade 
via South America or the Orient, it 
appears probable that raw materials 
such as cotton will be in demand at all 
costs; but, on the other hand, there is 
likely to be a tendency to economize 
as much as possible in commodities 
for direct consumption in Europe, 
such as grain and hog products. 
Another element in the outlook 
which is hard to gauge is the probable 
effect of the unprecedented accumu- 
lation of gold in this country. If this 
should tend to raise the level of gold 
prices in this country as compared 
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character of the potential crop acréage 


in Canada, as well as by the informa- ° 


tion on comparative production, trans- 
portation and marketing costs; namely, 
that the Canadian wheat industry is at 
present capable of expanding at some- 
what lower marginal supply prices 
than are requisite to stimulate the ex- 
pansion of the bread grain acreage in 
the United States.’ 

The remarkable rigidity of the corn 
acreage, even under the potent stim- 
ulus of war prices, and the resulting 
large decrease in per capita acreage of 
corn mentioned above, suggest that 





under ordinary levels of value for core- 
and hog products we are not likely to ~ 
have a marked expansion of these ~ 


with Europe, a tendency which has 
been predicted by some economists, 
our export trade of farm products 


would probably be seriously affected. 

The above brief review of foreign 
demand factors contains many “ifs,” 
but taken as a whole they do ‘not 
suggest a greatly increased effective 
demand for our agricultural exports 
in the next few years with the prob- 
able exception of cotton. 


Tue Export OUTLOOEK. 


On the supply side it would appear 
that even a somewhat increased foreign 
demand would be more probably met 
by increased production in Ganada and 
possibly the Argentine and Australia. 
This conclusion would seem to rest on 
the following facts: Under the general 
level of value for bread grains and meat 
products which prevailed from 1900 to 
1914 our exports of these products 
were steadily decreasing. The lowered 
value levels which prevailed during the 
recent depression also resulted in a 
gradual shrinkage of our acreage and 
exports of the bread grains. In the 
same period, however, our neighbor, 
Canada, increased her acreage nearly 
£5 per cent in spite of the low level of 
prices. This would appear to confirm 
the conclusion supported by the some- 
what meager known facts as to the 


industries. 

In fact, it is most significant that our 
per capita acreage of all crop land was 
less at each census period after 1900 and 
has continued to decrease since 1920. 
The expanded acreage of wheat, rye 
and tobacco in the war period were 
made possible partly by shifts in the 
utilization of the per capita area and 
partly by the reduction of the per 
capita, acreage employed in feeding 
livestock.® 

If our productive acreage continues 
to manifest the continued resistance 
to expansion which the above facts 
suggest, it appears reasonable to sup- 
pose that our export surplus of grain 
and hog products will tend to shrink 
for some years on account of the 
necessity of devoting the surplus to 
meet the needs of our rapidly increas- 
ing population. If there were no ex- 
pansion at all in our crop area, the 
normal export surplus of wheat avail- 
able from the acreage of 1924 less our 
normal imports would be sufficient to 


7 See article “The Wheat Situation,” Yearbook 
for 1928, U. S. Department of Agriculture. 


t See “The Utilization of Our Land for Crops, , 4 


Pasture and Forests,” Yearbook for 1923, U. S. 
Department of Agriculture, pp. 483-448, 446-449. 
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maintain a population increase of about 
17 per cent, the increase of about the 
same number of years at present rates. 
The assumption of no increase in total 
crop acreage, some of which would be 
employed for wheat, is of course quite 
improbable. However, such an in- 
crease is likely to be offset to a con- 
siderable extent by the tendency to 
divert some of our surplus wheat 
acreage to meet the increasing require- 
ments of other farm products. All in 
all, it seems improbable that our wheat 
industry will be on a regular deficit 
basis before a period of from one to two 
decades has elapsed. 

Our relative surplus of hog products 
is much smaller, and as already noted, 
is much more abnormal than the wheat 
acreage of 1924. However, a rapid 
process of readjustment is under way. 
The June survey of the U. S. Depart- 
ment of Agriculture indicated decreases 
as compared with the previous year of 
21 per cent in number of hogs farrow- 
ing, 20 per cent in number of pigs 
saved last spring, 6 per cent in number 
of sows bred or to be bred to farrow 
this fall, and 10 to 15 per cent in the 
number of fall pigs. 

Hog production in this country is 
_ largely dependent on corn. There is 
a tendency, of course, to substitute 
‘cn part forage crops, roots and other 
more intensive crops, but corn is still 
the important basis. It has already 
been noted that the per capita acreage 
of corn decreased 17 per cent from 1910 
to 1928. Moreover, although in the 
past decade and a half there has been 
a notable decrease in per capita con- 
sumption of beef, the per capita con- 
sumption of pcrk and lard has not 
decreased. The experience of Germany 
suggests a tendency toward main- 
taining a comparatively large per 
capita consumption of hog products 
when population is dense, and it seems 
probable that we shall not have a 
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marked decrease in per’ capita con- 
sumption of log products. Conse- 
quently, one would expect that our 
domestic requirement for corn to pro- 
vide our increasing population with 
hog products and dairy products will 
rapidly absorb the comparatively small 
percentages of exports of corn and hog 
products. 

The outlook for cotton exports is on 
an entirely different basis. In the 
first place, even when scarcity of land 
becomes more evident in our national 
economy than at present, it is entirely 
possible that we may continue to de- 
vote a large area to producing cotton 
for export, though compelled to rely 
on imports of other agricultural prod- 
ucts in order to spare the land for 
this purpose. An important consid- 
eration in this regard is the fact that 
cotton is essentially an intensive crop, 
requiring a comparatively small land 
area in proportion to value of product. 
The same consideration makes quality 
of land relatively less important than 
in the case of grain, for it facilitates 
the employment of comparatively light, 
sandy soils with the aid of fertilizers. 
There are enormous areas of such lands 
still in reserve in the southern states. 
Moreover, recent events seem to in- 
dicate a large potential expansion in 
the semi-arid lands of the Southwest. 

The depredations of the boll weevil, 
which have been mainly responsible 
for decreasing the average yield of 
cotton nearly 20 per cent in the past 
quarter of a century, the rising level 
of wages in the South, and the neces- 
sity of resorting to fertilizers in the 
expansion of the industry have raised 
the marginal supply price of cotton. 
This may create a more favorable 
opportunity for the large extension of 
the area in foreign countries, However, . 
one is inclined to be somewhat skep- 
tical as to this becoming a large factor 
in the outlook. „ Since a decade or 
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more before*the Civil War the bogey 
‘of foreign competition has been raised. 
However, though India, Egypt and 
the South American countries have 
become large producers since that 
period, the process of expansion has 
been too gradual to menace seriously 
the preponderance of the southern 
states in the cotton industry. 

These considerations do not point 
toward the probability that this na- 
tion will cease to produce cotton for 
export during the next decade and a 
half or even longer; and the same 
general conclusion would seem to be 
justified in the case of tobacco, and 
for somewhat the same reasons. 

In brief, then, the probability that 
we, shall attain the purely domestic 
basis of production in a comparatively 
few years seems strongest for corn and 
hog products; it also exists in the case 
of the bread grains, but perhaps not 
for another decade at least. It seems 
likely that we shall continue to export 
colton and tobacco for a much longer 
period. With the exception of these 
products, our agriculture is already 
mainly on the basis of the domestic 
merket or the domestic market supple- 
mented by imports; and measured by 
value our agricultural exports and 
imports are already not far from a 
general balance. 


INFLUENCE or 4 Home MARKET 
ON THE FARMER 


One sometimes hears it said that if 
we were on an import, rather than on 
an export, basis of production for a 
particular product, say, wheat, the 
farmer would benefit by the freight 
charges both going and coming. For 
instance, since the freight charge per 
bushel of wheat from Minneapolis to 
Liverpool via New York was 25.6 

‘cents in the fall of 1928, it is assumed 
that the farmer in the neighborhood of 
Minneapolis loses this much plus the 
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other marketing charges by having 
an export surplus to dispose of, and 
that if America were on a net import 
basis, the farm price near Minneapolis 
would be increased not only by the 
cost of shipping to Liverpool but also 
by the additional cost of bringing 
wheat from Liverpool to the United 
States. 

To attempt to criticise so naive a 
concept may appear like directing 
one’s batteries against a straw man. 
However, the conception may afford 
a useful starting point for analyzing 
the influence of production for the 
export market on the economic po- 
sition of the farmer. 

The first and most obvious point 
is that while we have been selling our 
surplus in Europe, we would probably 
buy for import nearer home. In fact, 
we are already generally on a deficit 
basis for hard spring wheat and have 
been importing considerable quantities 
at times in spite of the barrier of 
tariff and transportation costs. In 
short, Canada would probably be the 
main reliance for supplementing our 
bread basket, and the cost of trans- 
portation from Canada rather than 
from Liverpool the significant item. 

However, assuming this nation were 
self-sufficient in wheat production, 


neither importing nor exporting farm 3 


products, and it became necessary to 
rely on importation, it would not 
follow that the value of wheat would 
have to be higher by the amount of 
the cost of transportation from Canada 
to the United States. If the Canadian 
producers had been previously com- 
pelled to market their wheat to 
Europe, and suddenly found it pos- 
sible to sell a considerable part of the 
supply in the United States, the rel- 
ative competition would give the 


American consumers the advantage of ~ 


their greater nearness to the grain 
fields. To illustrate, if Canadians 
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could afford to sell wheat in Liverpool 
at $1.88 when freight and marketing 
charges amount to 30 cents a bushel, 
and if it became possible to sell in 
New York by paying a transporta- 
tion charge of 21 cents, the Canadian 
farmer could then afford to sell his 
wheat at $1.29 in New York. Now 
if the marginal supply price in the 
United States had been 12 cents 
higher than the Canadian, the neces- 
sity of importing Canadian grain, 
assuming no tariff, would raise the 
price level only by 9 cents rather 
than by 21 cents. 

In short, it is clear that relative 
marginal supply prices are likely to 
be determining factors. The differen- 
tial between Liverpool and North 
Dakota could not be added to the 
price received by the farmer in the 
latter state unless his supply price 
were correspondingly increased, for 
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competition would ultimately force 
the level of market prices in this 
country to the level of marginal 
supply price. The latter may increase 
slowly in this country as we are forced 
to expand our production to meet 
our requirements, but if the change 
comes slowly the increase will be 
capitalized in real estate values, and 
will, therefore, not be of benefit to 
the new generation of farmers. 

There may be some advantage in 
being able to correct abnormal dis- 
locations of the price by a sliding- 
scale tariff, administrative readjust- 
ments in rates, or some other similar 
device. 

There are also broader consider- 
ations from the standpoint of national 
interest and welfare, as distinguished 
from the profits of farmers, which 
cannot be discussed within the scope 
of the present paper. 


The American Farmer and the Tariff 


By Cuaaues W. Hotman 
Secretary, The National Co-operative Milk Producers’ Federation 


HIS paper will undertake to show 

the changed relation of the Ameri- 

can farmer to the American tariff. It 

will also show the extent to which a 

protective tariff on agricultural prod- 

ucts is an integral part of a national 
-agrarian policy. 

Party conflicts over the tariff are 
historically grounded in the economic 
conflict between agricultural producers 
and industrial producers. In the early 
days of the Republic the Democratic 
party more nearly represented the agri- 
cultural groups, while the Republican 
party had its roots in the industrial 
communities. The agricultural South, 
having been accustomed since Colonial 
days to importing its requirements, did 
not look with great enthusiasm to the 
prospect of paying higher prices for 
such requirements in order to permit 
the development of the industrial 
North. The industrial North, on the 
other hand, very quickly adopted a 
policy of protection for manufactured 
products and free trade on the raw ma- 
terials needed by such manufacturers. 
Organized labor has usually accommo- 
dated itself to this view of the manu- 
facturer with respect to commodities 
produced by organized labor. In its 
effort, however, to establish “real 
wages,” it has tended to oppose duties 
on certain products in which its con- 
sumptive interest would be greater than 
its wage interest. These commodities 
are notably the products of the farm. 
For a similar reason, manufacturers, 
anxious that their laborers shall get 
“real wages” without themselves hav- 
ing to increase their wage bills, have 
usually desired free trade in agricul- 
tural products. 


As the nation developed and the 
tariff became an accepted part of the 
national policy, conflicts between the 
urban and rural sections of the commu- 
nities lessened in severity. The Demo- 
cratic party changed its slogan to “A 
tariff for revenue only.” The Repub- 
lican party maintained its historic posi- 
tion. Tariff contests in the Congress, 


q 


therefore, reduced themselves to ques- . 


tions that involved not so much 


whether there should be rates, but the ` 


nature of the rates themselves and the 
relation of the various items in a tariff 
act to each other and the effect upon 
the various groups of such rates. 
Equitable distribution of benefits 


_ among the people, smoothing out of 


glaring inequalities in the bills, became 
the chief issues in the intervals between 
the passage of each succeeding tariff 
act. No tariff act has ever satisfied all 
of the people and each succeeding tariff 
act has tended to increase many duties. 


GENERAL Prewar AGRICULTURAL 
CONDITIONS 


It is pertinent to inquire into the 
causes of the changed attitude of farm- 
ers toward tariff and their demand for 
protective duties on agricultural com- 
modities. This involves a study which 
will only be briefly treated here—the 
declining curve of our agricultural ex- 
ports and the rising curve of our manu- 
factured exports. In the expanding 
years of our agriculture—the develop- 
ing seventies, eighties and nineties— 
Europe afforded a market for most of 
our surplus farm products. Those 
were the expanding years of European 
manufacturing; those were 
years when the farm produc'~ 
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lands, such as Argentina, Australia, 
New Zealand, Canada and Siberia, 
were not competing seriously with ours 
in the world trade. Those were years 
when our abundant crops from the vir- 
gin lands of the Mississippi Valley and 
the Western plateaus produced enor- 
mous export surpluses which were sold 
at any price to Europe’s satisfaction 
and our discouragement. 

From 1900 to 1914, however, Ameri- 
can farm production tended to become 
static while domestic consumption, due 
to the great accession of the industrial 
population, tended to absorb our pro- 
Cotton was about the only 
export crop which maintained the vol- 
ume of its outward movement, exports 
of fresh beef fell down to nothing, and 
exports of pork products were declining. 


Wheat had fallen from one-half billion | 


bushels of export of a few decades be- 
fore to an average of less than one hun- 
dred million bushels. But the condi- 
tion of American agriculture was sound 
and farmers were more generally pros- 
perous than at any time since the be- 
ginning of the Civil War. Few people 
had analyzed the silent changes which 
were taking place in Europe’s buying 
policies or recognized that this Ameri- 
can farm prosperity in 1914 was largely 
the result of the force of domestic pro- 


“« duction and consumption being more 


nearly balanced. But even then there 
were indications that certain agricul- 
tural products from other nations 
would be placed upon the domestic 
market in competition with our own 
farm producers. 

The World War temporarily upset 
this slowing down process of American 
agriculture which had been accom- 
panied by quiet changes in farming pro- 
grams. The impulse of high prices and 
government propaganda revealed an 
_undreamt capacity of American agri- 
culture to expand production. For a 
time this expansion worked to our ad- 
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vantage, since the war curtailed Eu- 
rope’s production and a shortage of 
shipping prevented material expansion 
in South America, Australasia and the 
new lands of the Orient. 

Our expansion program continued 
well into 1920, and was accompanied by 
material rises in costs. Then came the 
world release of surpluses and precipi- 
tous price declines in raw commodities. 
American farming immediately dived 
from the plateau of prosperity into the 
slough of disaster. 


Lesson OF THE Dumrive Evi. 


The first task of the surplus-produc- 
ing nations was to dispose of their sur- 
plus. That led to indiscriminate dump- 
ing wherever markets would absorb 
commodities, and the United States for 
a time was the most attractive dumping 
ground for other nations. Their money 
being worth little and in some cases 
nothing, our money looked good to 
them no matter what price was paid for 
their commodities. The rural districts 
were the first to feel the evil effects of 
dumping and a clamor arose for the 
government to put an end to it. 
Through the efforts of certain farm or- 
ganizations at Washington, Congress 
responded to the farmers’ cry for help 
and in the spring of 1921 passed a spe- 
cial emergency tariff act which gave a 
modicum of protection to a number of 
agricultural commodities. The effect 
of the emergency tariff act was imme- 
diately discernible. For a time it 
checked the dumping evil and tended to 
stabilize farm prices. Experience with 
the act, however, convinced: many 
leaders of farm organizations that the 
rates in it were not high enough to be 
incorporated in a permanent tariff act 
and that many other commodities 
should be included. 

Out of this experience there devel- 
oped a settled conviction that Ameri- 
can farmers would always in the future 
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take a keentr interest in tariff making 
because of the changes which have 
occurred in the latter-day world. These 
changes include: 

(1) The development of newer coun- 
tries and cheaper Jands producing ex- 
port surpluses which must find a mar- 
ket irrespective of price. 

(2) Realization of discrimination 
against agriculture in former tariff bills. 
This discrimination has never been as 
severe as many advocates would have 
the public believe. For if one will 
examine the various tariff acts he will 
find that a consistent policy has been 
pursued of putting on the free list many 
of the important articles which farmers 
buy. There have been deviations from 
this policy, but in the main it has been 
pursued consistently by both parties. 

. (8) The realization by farmers of the 
unique position of America as an ex- 
porting nation of both raw and manu- 
factured products. This situation com- 
plicates the problems of both farmers 
and manufacturers. It is a relatively 
simple matter for a country like Eng- 
land, where industry is the dominant 
source of revenue, to adopt trade poli- 
cies that will benefit the nation as a 
whole. England can well afford to 
purchase the raw products of the colo- 
nies and of the Orient when there is a 
chance of selling back her manufac- 
tured articles. But the farmers of the 
United States are competing with the 
farmers of the newer countries where 
manufacturing has not yet developed. 
At the same time American manufac- 
turers are competing with European 
manufacturers. In consequence our 


trade position is isolated and there is. 


bound to ensue a struggle between 
American farmers and American ex- 
porters on any question where interna- 
tional trade possibilities are involved. 
This finds expression in conflicts over 
tariff legislation. 

The farmer has good reason to be- 
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lieve that the future will witness this 
urban versus rural conflict grow into an ° 
even fiercer struggle. The relative 
increase of urban population over rural 
population will make it more difficult as 
time goes on for farmers to secure their 
tariff demands. A tariff on agricul- 
tural prodicts is an integral part of a 
national policy for the perpetuating of 
a self-sufficing farm population. 

(4) The ability of science to substi- 
tute one article for another in the man- 
ufacture of products. This has pro- 
duced a new form of competition which 
is best illustrated in the case of the fat 
supply. American farmers produce 
certain vegetable oil materials, the — 
most important of which are cotton- 
seed, flaxseed, peanut and soya bean. 
They are also producers of all of the 
animal fats. American fishermen are 
producers of important fish oils such as 
the menhaden and the cod liver oils, 
and some fishermen bring in whale oil. 





In normal times we produce annually 
from four billion to five billion pounds 
of animal, fish and vegetable fats and 
over 1,600,000,000 pounds of fat in but- 


ter. This alone would leave us an ex- 
portable surplus of about 700,000,000 
pounds of fat, but owing to the inter- 
changeability of oils, American manu- 
facturers annually import about 300,- 
000,000 pounds of fais, principally 
vegetable oils, which displace in indus- 
try the home produced oils and fats. x 
That increases our exportable surplus 
to nearly one billion pounds. 
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Not only are most of these vegetable 
oils interchangeable among themselves 
but they are also interchangeable with 
fish and animal oils. The margarine 
industry, for example, uses nearly a 
score of different types of fats as its 
ingredients. ‘ 
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Another illustration may be service- 
able. In Europe soya bean oil is fre- 
quently used in the making of marga- 
rine. In this country soya been oil 
competes primarily with cottonseed oil 

manufacture of lard substitutes. 
an oil also can enter into paint 
r cent of the oil in the mix 
competes with linseed oil. 
il competes with cottonseed 
y __‘mportant ingredient in the 
~ . oleomargarine, but of late 
ported coconut oil has become 
\important vegetable fat used 
industry. Coconut oil also 
uuccuy competes with butter in the 
confectionery and baking trades. Palm 
kernel oil bids fare to become the great 
competitor of coconut oil since it can 
be used for anything for which coconut 
oilis now used. Peanut oil, cottonseed 
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oil, and clive oil are important competi- 
tors in salad dregsing. ‘There are hosts 
of other oils such as sunflower, hemp, 
rape, sesame and perilla seed. These 
in time will find important uses in com- 
petition with the major vegetable oils 
already being utilized. 
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' Most of these competitive vegeteble 
oils come from the tropics of Asia and 
Africa with great possibilities of pro- 
duction in Australia andSouth America. 
In 1920, over ten billion pounds of 
vegetable oil materials went into inter- 
national export trade. The potential 
supply of these oils is unlimited. On 
the other hand, the animal oil supply is 
relatively limited and the fish oil supply 
varies with the catch. The European 
program with respect to fats is fairly 
definite. England, France, Holland, 
Germany and Denmark’are the chief 
manufacturers and the tendency of the 
Europeans is to bring to their plants the 
raw materials direct from these ccun- 
tries. Such a program gives them em- 
ployment for their labor, manufactur- 
ers’ conversion profits and the caitle 
feeds which are by-products of most 
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oil seeds. Japan is a large converter of 
oils; but the large Japanese firms 
which operate in these fats can easily 
shift their programs to exporting all 
raw materials should converting the oils 
prove to be less profitable than the 
other trade. ‘This is made possible by 
their far-flung networks df trading or- 
ganizations which collect the raw ma- 
terials and bring them to ports. 
Certain American manufacturers of 
fats would like to have the privilege of 
purchasing vegetable oil materials and 
oils duty free. That would enable 
them to displace large quantities of 


_ American produced oils, which in turn 


would be forced upon the European 


.markets in competition with additional 


quantities of Orient oils already going 
there. The interest, therefore, of the 
American farmer in a tariff on oils lies 
in protecting his domestic market on 
oil seeds which has been threatened by 
the former huge imports from the 
Orient. It would be easy to trace the 
direct relationship of the price of cot- 
tonseed to the market price of cotton- 
seed oil, and the relationship of the 
market price of cottonseed oil to the 
other major oils. Likewise it can be 
shown that there is a direct connection 
between the market price of coconut 
oil and the market price of butter and 
margarine. 

Out of this situation we find the need 
of tariff protection to the producer of 
some commodities which already are 
exported in large quantities and whose 
prices are determined by international 
forces. 


Tue Forpney Tarir Brun 


The growing need for farm represen- 
tation in tariff-making was reflected in 
the activities of certain farm organiza- 
tions while the Fordney-McCumber 
Tariff Act of September, 1922, was in 
the making. By that time many farm 
groups were agreed upon the need of 


duties being placed upon imported oils 
and fats. The dairy farmers had 
worked out a well-defined program with 
regard to dairy products. The wool 
producers and the egg and poultry men, 
the citrus and deciduous fruit growers 
had arrived at the duties they desired 
and the growers of cereal crops had 
given expressions. This made it pos- 
sible for the permanent and temporary 
representatives of farm groups who 
were stationed in Washington to form 
a working committee among them- 
selves and to make agreements. Those 
agreements were reflected in combina- 
tions which took place within the Con- 
gress. Most of the agricultural activ- 
ity occurred after the House had passed 
the Fordney Tariff Bill. Grave in- 
equalities in the bill caused the farm 
representatives to ask the Senate Com- 
mittee on Finance to make needed 
changes. Very little difficulty was ex- 
perienced in securing these changes 
with the exception of the paragraphs 
relating to vegetable oils. Here was 
staged a bitter contest with the Senate 
Finance Committee in the main being 
agains: the farmers and tke Senate as a 
committee of the whole sustaining the 
position of its Finance Committee. 
When the matter came to final passage, 
however, the duties requested by the 
farm organizations on vegetable oils 
went through with the exception of the 
duty on copra, which largely neutral- 
ized the effectiveness of the duty on its 
derivative, coconut oil. This battle 
had many sensational features. While 
it was going on the oil markets of the 
United States reflected in a speculative 
way the varying fortunes of the con- 
testarts. 

This tariff act gave more prominence 
to farm duties than any other act. It 
gave higher protective rates to organ- 
ized industry than any other act. It 
also has produced more Federal reve- 
nue than any other act. Much criti- 
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cism bas been made of the act on the 
grounds that the protection given agri- 
culture is outweighed bY the protection 
given other industries. Intricate cal- 
culations have been made to sustain 
such criticisms. The writer does not 
purpose to deal with this phase of the 
subject beyond pointing out that most 
of these calculations have been theo- 
retical and without enough fact basis to 
make them trustworthy. The impor- 
tant thing for farmers to remember in 
connection with this act is that they 
made great headway in establishing the 
principle of protection for agricultural 
products and secured a greater equal- 
ization of benefits than came from any 
previous tariff act. 


Farau “FLEXIBLE TARIF Provision” 


But there was a “fly in the oint- 
ment.” The Tariff Act of 1922 con- 
tained a section which was destined to 
sow discord and perpetuate strife. It 
was Section 815, popularly known as 
the “flexible tariff provision.” Within 
five months after the passage of the act, 
certain industrial interests were invok- 
ing this provision in efforts to take 
away from farmers some of the benefits 
the latter had wrung out of Congress. 
And so the scene of conflict has shifted 
from the halls of Congress to the home 
of the U.S. Tariff Commission; and the 
conflict itself has become continuous, 
expensive and wasteful. 

To understand this provision it may 
be well to recall the object of a tariff. 
The government has one viewpoint. 
The industry concerned has its own 
viewpoint. The government lays a 
tariff to secure revenue and bring about 
national economic sufficiency; but in 
doing so it must always consider the 
effect of such tariffs upon its friendly 
relations with other countries. The 
special industry seeks a tariff, usually, 
(1) to equalize,costs of production plus 
a fair profit for most of the American 
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producers, (2) to secure domestic price 
stabilization by preventing seasonal 
dumping, and (3) sometimes to obtain 
exorbitant profits at the expense of the 
consuming public. Other reasons may 
govern either the government or the 
industry, but the problem of determin- 
ing a rate is usually the result of a com- 
promise between these views; and the 
compromise represents the judgment of 
common sense. The basic reason for 
one rate may be to protect against 
trade discrimination, another may be 
to develop needed industries, a third 
may be to prevent dumping, but no 
single reason can underlie the making of . 


all of the tariff rates. It would there- ` 


fore follow that no single rule can be“ 
workable in making changes in the rates ` 
which were fixed by Congress. 

In making a tariff, Congress also 
recognizes a relationship which certain 
commodities have to each other and the 
rates on these commodities are scaled. 
Consequently, to change the rate on 
one commodity without taking into 
consideration its relation to some others 
can have very serious effects upon an 
industry.: Notwithstanding this well- 
known principle in tariff making, Con- 
gress made a notable departure in the 
Act of 1922 by including Section 815. 
This departure was in part a compro- 
mise with critics who demanded that 
the tariff be taken out of politics. hn” 
part it was a compromise with enthu- 
siasts who desired to have the duties 
laid on the basis of their wholesale 
market value in America mstead of in 
the country where they were produced. 

The flexible tariff provision gives the 
President the right to make changes in 
the tariff to the extent of either raising 
or lowering the duties by 50 per cent. 
It provides tbat the necessary facts 
governing a change in the duties shall 
be ascertained by the U. S. Tariff Com- 
mission and the President shail make 
his decision only after the Commission 
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has reported the results of its fact find- 
ing. In ascertaining its facts, the 
Commission is limited to a single rule, 
namely the diferences in cost of pro- 
duction in the United States and in 
some country which the Commission 
may designate as the ‘ ‘principal coun- 
try of competition.” In? exercising his 
judgment, the President is permitted 
slightly broader discretionary powers. 
The extent of these powers, however, 
have not been adequately determined 
and are hardly known to the general 
public. The Commission may initiate 
inquiries. The President may also order 
the Commission to initiate inquiries. 

The flexible provision is of such a 
character that its operation is inevi- 
tably doomed to failure; for the rule by 
which investigations can be made is 
only one of therules by which Congress 
determines a duty. Congress was evi- 
dently unwilling to give either the 
President or the Commission as broad a 
grant of power in rate changing as it 
possesses in rate making. To have 
done so would undoubtedly have been 
unconstitutional, Even the power al- 
ready granted is held by some consti- 
tutional authorities to be a direct viola- 
tion of the Constitution itself. Yet it 
must be clear to any one that the power 
to change, if this power is to ke effec- 
tive, must be as broad as the power to 
levy duties. 

Agricultural organizations have had 
an unusual amount of contact with the 
operation of the flexible tariff provi- 
sion! A large amount of the Com- 

1 On December 1, 1924, about two years and 
two months after the passage of the flexible 
tariff provision, the U. S. Tariff Commission 
had started 40 investigations, but abandoned 8. 
Of the remaining 82 the commodities affected 
are not of great importance except those affect- 
ing agriculture: i¢., butter, sugar, caszin, Swiss 
cheese, wheat and wheat products, lmseed oil, 
cottonseed oil, peanut oil, goya bean oil, coconut 
oil and fish oils. Decisions had been reached in 


only 8 out of the 32 cases. One of these decisions 
concerned wheat and wheat products. The 
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mission’s activities during the past two 
years has been devoted to investiga- 
tions of the fdirness of rates in com- 
modities affected with an agricultural 
interest. In fact so much time has 
been given by the Commission to stud- 
ies of this character that it may be 
reasonable to say that the opponents 
of duties on raw products are seeking to 
utilize this new machinery to carry out 
their ends. So far the experience of 
farmers with the Commission has deen 
sufficiently unsatisfactory to cause 
some important groups to ask for the 
repeal of the flexible tariff provision. 
Here are some of the reasons why they 
seek a return to the old practice of con- 
gressional tariff making: 

The act creating the Tariff Commis- 
sion conceived of a research body with- 
out quasi-judicial functions. The 
Tarif Commission was to make con- 
tinuous studies of tariff facts and report 
its findings to Congress from time to 
time. A commission of this character 
could very easily do its duty on a bi- 
partisan basis, and the law provided 
that not more than three members 
should belong to a single political party. 
But when the flexible tariff provision 
became a part of the law the Commis- 
sion’s functions automatically changed. 
While it is true that the Attorney- 
General has held that it is still a fact- 
finding body, it is also true that its 
methods of working resemble that of 
an economic court. It sits as a body 
in public hearings, collects facts and 
passes its judgments on to the Presi- 
dent for a final decision. Under con- 
ditions of this character a bipartisan 
commission can hardly hope to arrive 
at unanimous conelusions, and its mem- 
bers are very likely to carry into prac- 


Commission recommended and the President 
ordered the duty to be raised on wheat and 
lowered on wheat-milled feeds. The resalt was 
a lessening of spring wheat imports from Canada 
and an increase in imports of milled feeds. 
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tical operation the traditions of their 
respective parties with regard to con- 
clusions. It is doubtful whether any 
bipartisan commission could be selected 
that would be unanimous. It is also 
doubtful whether any commission, even 
if it were unanimous, could apply satis- 
factorily the cost of production rule in 
making tariff changes. 

The above criticism applies to the 
general workings of the law. ‘The fol- 
lowing criticisms will apply to the 
procedure adopted by the present Com- 
mission which has made its activities so 
obnoxious to agricultural producers. 


WHEREIN THE Commission Has FALED 
(1) The Commission has the right 
to determine what is the prin- 

cipal country of competition. 


It has established no set rule for 
determining this question, but has 
generally been guided by volume of 
exports. Potential competition has 
not been given its proper place in the 
Commission’s consideration. This is 
illustrated by the Commission’s in- 
vestigation of the butter tariff rates. 
Without consulting the organized dairy 
interests, the Commission took upon 
itself the task of determining the prin- 
cipal country of competition and de- 
cided it to be Denmark. Now it hap- 
pens that Denmark is a country 
which has about reached the peak of its 
possible exports. It is also a country 
which produces butter at very high 
costs and trusts to improved marketing 
machinery and the production of a high 
class of product to offset the disad- 
vantage of high production costs. 
Denmark also has the practice of so 
distributing her butter exports that her 
principal markets will never be exces- 
sively crowded. It sometimes happens 
that heavy receipts in the British mar- 
ket from New Zealand, Argentina and 
Australia make it necessary for Den- 
mark to shift a part of her butter to 
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other markets. Should the exchange 
rates be satisfactory, she will move cer- 
tain cargoes to the Port of New York; 
but her shipments to the United States 
are usually only for this purpose, or 
when the exchange would permit a 
profitable movement. Argentina, New 
Zealand and f\ustralia, on the other 
hand, are countries of very large pro- 
duction possibilities and their produc- 
tion curves have been ascending rapidly 
since the close of the World War. 
These countries have not built for 
themselves, as yet, the markets which 
the Danish people have worked up, and 
they are seeking to put their butter 
wherever there may be a demand. 
This situation has caused Denmark to 
view with some concern the competi- 
tion of the southern hemisphere and to 
send investigators there to study pro- 
duction trends. The known lower 
costs in these countries, combined with 
their rapid increases in production, 
make them more formidable potential 
competitors for the American domestic 
market than Denmark ever can be. 
Yet the Commission injudiciously chose 
Denmark, and the results of that choice 
may prove detrimental and even dis- 
astrous to the American dairy farmers. 
If a comparison of the costs of produc- 
tion in Denmark and the United States 
should reveal only slight differences, it 
would be very difficult for the President 
to avoid lowering the butter tariff rate, 
even though the effect of this lowering 
would be greatly to accelerate the 
movement into the United States of 
butter from the southern hemisphere. 
It may therefore happen that a strict 
application of the cost of production . 
theory will intensify the dumping evil. 
(2) One theory upon which the flex- 
ible tariff provision rested 
was the necessity of making 
rapid adjustments in tariff 
rates to equalize changing 
conditions of competition. 
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The procedure of the Tariff Commis- 
sion has not justified such expectations. 
Its investigations have been long 
drawn out and characterized by a lack 
of decision. Only one or two investi- 
gations have been concluded. ‘This 
slowness of action clearly frustrates the 
design of Congress; for 7 may result in 
decisions to change rates based upon 
evidence taken at cut-off periods of 
from one to two years prior to a deci- 
sion. For example, the investigation 
of casein began in the early spring of 
1928. That investigation has not yet 
produced a decision. But uncertainty 
as to the result of the investigation was 
no doubt a contributing factor to the 
crash in market prices of casein which 
occurred shortly after the investigation 
began. l 


(3) In some very important cases 
where the producers have 
maintained that the competi- 
tion was between agricultural 
producers of competing na- 
tions, the Commission has 
insisted upon deciding the 
competition to be between 
the manufacturers or con- 
verters of the raw materials. 


In those cases it has failed to utilize 


- œ~ _ evidence of agricultural costs; it has 


taken manufacturers’ converting costs 
and the prices paid by manufacturers 
for raw materials. The two most nota- 
ble instances of this attitude have to do 
with the investigations of sugar and of 
vegetable oils. In the sugar case, how- 
ever, the President recognized the jus- 
tice of the American sugar planter’s 
plea, which was sustained by most of 
the farm organizations and ordered the 
Commission to report upon farm costs. 
The vegetable oil cases are still pend- 
ing, but it is known that the investiga- 
tors are not studying the agricultural 
costs in these instances, 
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(4) The flexible tariff, provision in- 
structs the Commission to 
give ‘notice of hearings so 
that interested parties “‘ shall 
be given an opportunity io be 
present, to produce evidence 
and to be heard.” 


But in its procedure, the Commission 
appears to consider these hearings as 
mere “window dressing” affairs. It 
sits patiently through the hearings but 
refuses the interested parties permis- 
sion to make direct inquiries ‘of the in- 
vestigators of the Commission rtself. 
In consequence it is often impossible to 
get at the fact basis of the Commis- 
sion’s private investigations. The Com- 
mission receives evidence from (a) 
witnesses at public hearings, (b) mves- 
tigators employed by it, and (c) confi- 
dential evidence voluntarily furrished 
to it. The interested parties are not 
in a position to refute evidence of which 
they have no knowledge and hence this 
phase of the Commission’s procecure is 
very unpopular with farm producers. 


(5) It is doubtful whether it has 
ever succeeded in getting ex- 
actly comparable cost data. 


It is well known that investigations 
in foreign countries have been unsatis- 
factory and have produced very little 
information exactly comparable with 
investigations in this country. The 
Commission’s investigators have been 
furnished with certain types of infor- 
mation, but they have rarely been given 
an opportunity to make really ade- 
quate checks of the accuracy cf such 
information. 


(6) The bipartisan character of the 
Commission and its now re- 
sponsibilities have laid it 
open to the just charge that 
the flexible tariff provision 
has plunged the tariff further 
into politics that it ever was 
before. 
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This bipartisan character results in 
destroying the reputation of the Com- 
mission for fair-minded disinterested, 
scientific investigations. It is destroy- 
ing the confidence of the public in the 
Commission itself. l 

The above criticisms, in the judg- 
ment of this writer, would be inevitably 
true no matter whom the President 
might appoint on the Tariff Commis- 
sion. It is the logical result of the 
transference by Congress of a power 
which should have remained vested in 
Congress itself. 

While the flexible tarif provision 
should be repealed, there remains an 
important function for the Commission 
to perform. This function is the one 
for which it was originally created. It 
should be adequately financed to carry 
on studies of the effects of each tariff 
upon the public and the industries con- 
cerned and to make its reports to Con- 
gress. But tariff-making by commis- 
sion or executive order is today highly 
repugnant to the agricultural groups 
who have had experience with this un- 
fortunate practice. As between tariff- 
making by Congress and tariff-changing 
by executive order, there is no doubt 
where agriculture should stand. It can 
adjust itself to almost any tariff; but it 
cannot adjust itself easily to the uncer- 
tainty which prevails under the flexible 
tariff provision. This uncertainty is 
aggravated by speculators who take 
advantage of the possibilities of change. 


PRICE-MAKING ELEMENT IN TARIFF 


One phase of this situation deserves 
some consideration. It is claimed that 
a tariff unsupported by price-making 
machinery can have little influence 
upon domestic prices of agricultural 
commodities when those commodities 
are internationally produced and sub- 
ject to international trade influences. 
Wheat is taken as the principal illus- 
tration of this contention. It has been 
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held that the tariff on wheat has had 
little to do with the price of wheat. 
Undoubtedly that is true with the ex- 
ception of spring wheat, but consider- 
eble evidence exists to show that the 
grower of spring wheat has materially 
benefited by the existence of a duty. 
Great benefits*have come to the north- 
west from the duties on flaxseed and 
linseed oil and the remarkable acreage 
increases in flaxseed which has been 
marketed at a fair range of prices at- 
test this fact. 

This wheat situation, however, led 
to a movement to bring about govern- 
ment interference with market prices 
in such a way as to stabilize domestic 
prices of certain agricultural products 
behind a high tariff wall. This move- 
ment culminated in the attempt to pass 
the well-known McNary-Haugen Bill. 
That bill rested upon a further exten- 
sion of the flexible tariff powers so that 
imports of commodities could be com- 
pletely shut off and a governmental 
corporation could name a price on 
domestic sales which would return to 
farmers a ratio price slightly under the 
buying power of these agricultural com- 
modities for the period 1909-18. It 
was then proposed that this corporation 
should sell the surplus products upon 
the world market and spread the losses 
on export sales among the producers by 
a plan which would resemble a govern- 
mentally-operated pool. 

This movement fell short of attain- 
ment in the last session of Congress; 
but it has many strong advocates who 
will make another attempt to enact the 
McNary-Haugen Bill. Itis mentioned 
here primarily to show the growing im- 
portance of tariff-making in the minds 
of American farmers. It also shows in 
a vivid way a groping toward forms of 
organization that will be effective in 
domestic marketing and comparable 
with the price-making powers of great 
industrial organizations. — 


Measuring the Spread from Farmer to Consumer 


By Warrer P. Happen * 
Research Agent in Marketing, U. S. Department of Agriculture 


N the course of popular discussion 
centering around the distribution 
of farm products, a reflewed mterest 
in the margin or spread between farm 
price and retail price is manifest. The 
violent ups and cowns of prices during 
the war and post-war periods appear 
to have drawn attention beyond the 
immediate prices with which the pro- 
ducer or consumer is concerned to the 
relation between them. At least, we 
have heard a good deal about the 
price of the apple on the fruit-stand 
compared to the price of the apple in 
the orchard with questions as to “what 
happens in the dark” and “how much 
of the consumer’s dollar goes to the 
producer.” There is no doubt that 
the spread is there, although how large 
is difficult to say. Still more puzzling 
is how to reduce it. 


STUDIES IN DISTRIBUTION MARGINS 


In addition to the standard formulas 
of tariff revision, lowering freight 
rates, and encouragement of co-oper- 
ative marketing, there are numerous 
suggestions for lessening distribution 
margins. Many feel that physical im- 
provements in grade and quality of 
produce, improvement in methods of 
transportation, development of tem- 
porary storage reservoirs, provision of 
modern and acequate terminal facil- 
ities will, through reduction in waste 
and handling cost, bring about a 
smaller spread. Others are more 
inclined to pin their faith in commer- 
cial reforms. They see unnecessary 
middlemen to be eliminated, the neces- 
sity of regulating crop distribution. in 
accordance with the consuming ca- 
pacity, a substitution of merchandising 
for dumping. To aid in evaluating 
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these suggestions and others, a tech- 
nique of measurement is needed which 
will establish not only how large the 
spread between farm and retail price 
is, but how it is divided up under differ- 
ent conditions of time, place and com- 
modity; how it varies, and with what 
influences it may be associated. 
Through the activity of government 
bureaus and commissions, of univer- 
sities, and of certain commercial agen- 
cies, such as the California Fruit 
Growers’ Exchange and the National 
League of Commission Merchants, & 
number of margin studies have been 
made from time to time. The results 
of these investigations make it clear 
that the portion of the consumer’s 
dollar which goes to the grower is by 
no means constant. According to one 
study, the potato growers of Wisconsin 
were receiving twenty-one cents out 
of every dollar spent for their product 
by the consumers of Chicago in 1923.1 
At the same time the Maine potato 
growers secured thirty-one cents of the 
Boston consumer’s dollar. Over the 
five-year period from 1917-21 the 
California Fruit Growers’ Exchange 
calculates that the grower received 39 
per cent of the retail price for his 
oranges. In 1921 the gross return to 
cranberry growers was found to be 
fifty-four cents of every dollar spent 
1The margins quoted may be found in a 
mimeographed release by the Cost of Marketing 
Division, Bureau of Agricultural{ Economics, 
entitled: An Analysis of the Retail Price of 
Potatoes Grown in Mains, Minnesota, Wisconsin 
and Michigan, and Sold in Eoston, Chicago and 
Pitisburgh, by Manning fand Swarthout; and 
Department Bulletins No. 1261fand!No. 1109, 
Operating Methods and Expenses of Co-operative 
Cttrus-Frutt Marketing Agencies and Sales 
Methods and Policies af a Grower's National 
Marksting Agency. 
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at retail. No generalization about the 
share of the farmer or of any dis- 
tributor puts us very fèr along until 
the reasons for the variance are 
examined. 


REASONS FOR MARGIN VARIANCE 


A little study of the figures makes 
clear that the value of the commodity 
selected, and the day, month or year 
for which comparison is made, have 
much to do with the way in which the 
consumer’s dollar is distributed. For 
certain items of distributive cost, such 
as the transportation charge, distance 
between farm and market, is also sig- 
nificant. The latter is easily illus- 
trated by the following comparison of 
freight margins on potatoes:? 


From To 
New Jersey New York City 
Wisconsin Chicago 
Minnesota Chicago 
Maine Boston 
Maine New York City 


The effect of retail value in establish- 
ing relative magnitude of fixed dis- 
tributing costs, such as freight, may 
be seen in these figures:® 


Commodity From To 
Potatoes Maine m~ Boston 
California ` All points 

Apples Washington New York City 
, Cranberries New Jersey, 

Wisconsin, 

and Massachu- 

setts All points 


2 Figures for movement to New York City are 
from unpublished records of a local carlot re- 
ceiver for year 1921. Other computed from data 
in Cost of Marketing Division release previously 
cited. 

3 Figures from publications pre. viously cited 
except for apples, which are found in mimeo- 
graphed release entitled: Margins and Costs tn 
the Marketing af Washington Apples 1922-83, 
by K. B. Gardner, Bureau of Agricultural 
Economics. 
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Despite the limited mileage repre- 
sented by the Maine to Boston potato 
movement in comparison to the trans- 
continental routing of oranges and 
apples, the freight item on the former 
is a larger share of the retail price, due 
of course to the great disparity in 
value per carlét. Because of the high 
value per pound for cranberries, freight 
is less than half as important for cran- 
berries as for potatoes, although the 
average haul for the former is almost 
twice that of these particular potatoes. 

That the particular time selected 
for a comparison of prices to the con- 
sumer with component costs of dis- 
tribution means much in their mutual 
relationship can be seen in the contrast 
of transportation costs from year to 


Fretght Approximate 
per cent of Wholesale Price mileage 
Ii 60 
19 220 
27 460 
8] 470 
42 700 


year for California oranges. Within 
five years the transportation portion of 
the consumer’s dollar shifted from 19.5 
to 12.7 and back to 22.5. 


Approvimate Freight Retail Value 
Mileage = per cent Retail Price per Car 
470 18.2 $980 
Das 17.1 3,280 
3,000 16.0 3,780 
800 7.4 3,600 


It is not impossible, then, by careful 
selection of time, place and commodity 
to establish almost any spread desired. 

Retail Price Transportation Portion of 


Year per Box Consumer, s Dollar 
1917 $4.74 19.5 
1918 7.68 12.7 
1919 7.80 16.3 
1920 8.10 15.9 
1921 7,87 22.8 


MBASURING THE SPREAD FROM FARMER TO CONSUMER 


Used as a toal of analysis rather than 
of propaganda, however, margin com- 
parison is a valuable aid in attacking 
the distribution problem. With proper 
care in collection of data and computa- 
tion of spread, and with adequate 


statistical treatment of results, the 


more important element& in marketing 
costs can be thrown into their true 
perspective. 


METHODS or Computine Gross 
MARGINS 


There are at least two common 
methods of computing gross margins 
now in vogue. The first, usually 
developed in connection with account- 
ing studies, consists of comparing 
purchase and sales records, cost of 
goods with sale value. The second 
places reliance on the computed differ- 
entials between price quotations for 
similar grades of a commodity at 
sequential points in the distributing 
system. There are, in reality, two 
variants of the first method. One 
limits the cost and sales price compari- 
son to a particular shipper or dealer, 
but embraces all lots of a given com- 
modity handled by him within a given 
period. The other attempts to trace 
through shippers’ or dealers’ records 
a particular unit amount such as carlot. 

Theoretically, theadvantage cf work- 
ing with records of actual sales bulks 
large. Moreover, when developed in 
conjunction with standard sets of 
accounts, gross margins can be com- 
pared with net margins, classified ex- 
penditures, stock turn, and volume of 
business. Actually, the success of this 
method depends largely upon the 
availability. of records representing 
a sufficient concentration of business 
to afford an adequate sample. Too 
frequently it is necessary to assume 
that the reccrd of one shipping organi- 
zation or one dealer is “representative 
of the trade.” Records of co-operative 
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organizations or country, buyers, com- 
bining a fairly large percentage of total 
shipment from‘an area, are good sources 
for this type of study and have been 
frequently utilized. At the city end 
a sufficient sample is more difficult to 
obtain. Even the entire records of 
a carlot receiver may give scant data 
from which to establish margins for 
any particular variety. The study of 
fresh fruit and vegetable distribution 
by Phillips and Fraser, for example, 
while it covered a total of 9,476 cars, 
included such minimum samples as 
six cars of asparagus and six cars of 
Florida lettuce.4 Seven out of thirty 
commodity classifications contained 
less than fifty-car samples as a basis 
for computing margins. In the retail 
field this kind of record is doubly 
dificult to obtain. In accounting 
studies, such as those initiated by the 
Harvard Bureau of Business Research 
among retail grocers, the margins for 
particular varieties are obscured. ‘Even 
an intensive investigation like that 
undertaken by the N. Y. Federal Food 
Board in 1918, employing the time of 
a large force of inspectors and account- 
ants for several months, yielded data 
for only 58 groceries with general 
variety classes such as “onions” or 
“potatoes.” § 

Practically, the time and expense 
of such investigations are such that 
they cannot be made at all points in the 
marketing chain at the same time in 
sufficient volume to give a wholly com- 
plete and satisfactory picture. It is an 
illuminating experience to attempt to 
trace the subsequent sales of so small 
a sample as two carlots of a commodity 
after delivery at a city terminal market. 


4 The Wholesale Distribution of Fresh Frutis and 
Vegetables, Phillips and Fraser, 1921, for the 
National League of Commission Merchants, et al. 

š Published by the N. Y State Department of 
Farms and Markets as Circular 240—Retail 
Grocery Stores. 
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A carlot scatters to fifteen or twenty 
jobbers and then to three or four 
hundred retailers and finally to five 
thousand consumers. To keep a warm 
trail, particularly in the event of no 
record of cash purchasers, is a feat for 
any margin hound. 

The second alternative, matching 
up sequential price quotations for a 
particular grade, size and unit of a 
commodity, has the advantage of al- 
lowing widespread simultaneous sam- 
pling and the use of currently pub- 
lished data such as wholesale prices, 
freight charges and the like. The 
obvious objections are that the quota- 
tions may not truly represent the bulk 


of actual sales or that shrinkage and ' 


deterioretion, resulting in changes in 
assumed quality or quantity, may be 
such as to vitiate the comparisons. 
These objections carry most weight 
in connection with prices for extreme 
perishables. If all oranges were simply 


“oranges” for pricing purposes, com- 


parisons would be simple; but when 
one finds that oranges marketed by the 
California Fruit Growers’ Exchange 
are packed in ten sizes under approxi- 
mately eight hundred brand names, 
each bringing a slightly different price 
at the wholesale auctions, the need for 
an expert matchmaker is apparent. 
In order not toexaggeratethe difficulty, 


it should be said, however, that the: 


size of the oranges is stamped on each 
box and that sub-brands are grouped 
under two or three commercial grade 
brands within which prices do not vary 
to any great extent. It is possible for 
collectors of retail and jobbing prices, 
by careful attention to details of size, 
grade, brand and condition, to identify 
satisfactorily the goods for which prices 
are quoted. The prevailing practice 
of chain stores and many unit markets 
in regard to price-marking their wares 
makes false quotation difficult to in- 
vestigators who are resident consumers 
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of the neighborhood. Personal experi- 
ence in frequent checks upon quotations 
of New York City jobbers, through ex- 
amiration of their sales slips, has shown 
the tormer to be representative of the 
model class of sales. 





Without attempting a final conclu- . 


sion as to the relative merit of the 
methods of assembling price data for 
margin calculation, it may be observed 
that practically all of the complete 
consumer dollar studies have been 
made by a combination of these 
methods. Shipping point records of 
prices paid to growers and returns 
from F. O. B. or delivered sales to city 
receivers are compared with collected 
wholesale, jobbing and retail quota- 
tions. 


DIFFICULTIES IN ANALYzING MARGINS 


Safely out of the frying pan of price 
selection one is immediately into the 
fire cf interpretation. The basis of 
computing a margin may be markup 
on cost or percentage of selling price. 
When an entire series of differentials 
between prices are computed, it is 
convenient to state them in terms of 
the final price at the retail store, read- 
ing them as cents of the consumer’s 
dollar. Objection can be made that the 
further one goes towards the consumer 
the more is the size of the percentage 


markup above each dealer’s cost dis- 


torted by the reduction of all margins 
to fractions of the final price. A box 
of apples sold at 85.00 retail may have 
cost the retailer $3.00, the jobber $2.50 
and the wholesaler $2.00. In terms of 
the consumer’s dollar the margins are: 
retailer 40 per cent, jobber 10 per cent, 
wholesaler 10 per cent. In terms of 
each dealer’s own selling price the 
margins would be retailer 40 per cent, 
jobber 17 per cent, and wholesaler 20 
per cent. In terms of cost price the 


margins are retailer 67 per cent, jobber ~ 


20 per cent and wholesaler 25 per cent. 





MEASURING THE SPREAD FROM FARMER TO CONSUMER 


For ease of presentation and compari- 
son the consumer’s dollar distribution 
is desirable, but any interpretation 
must be made with care. If the pur- 
pose is to show the importance of each 
division of the spread in its effect upon 
the retail price, an analysis of the con- 
sumer’s dollar is fairly satisfactory, 
although it must be remembered that 
a difference in one cent at shipping 
point or at wholesale may mean con- 
siderably more further along, because 
of the common practice of adding a 
percentage markup in merchandising. 
As a gauge of gross profit, margins 
derived from price comparisons must 
be further considered in relation to 
volume of turnover. The jobbers’ 


gross margin per unit on fifteen fruits | 


and vegetables in the New York area 
during 1923 was less than one-half that 
of the retailers’, but a jobber handles 
about 1/700 of the total business and 
an average retailer about 1/10,000. 

In still another direction one must 
be careful in interpreting percentage 
margins. When, for example, the mar- 
gins of two types of retail stores are 
compared and found to differ by 2 
per cent or 5 per cent, reflection 
will show that to the consumer the 
difference is even greater than first 
appears. A simple illustration will 
make clear the point. If two stores, 
A and B, are handling the same goods 
at a gross margin (in terms of the 
consumer’s dollar) of 50 and 52 per 
cent, respectively, the difference to the 
consumer is 4 per cent instead of 2 
per cent. Store A buys the goods for 
50 and sells for 100. Store B buys for 
48 and sells for 100. The difference 
is 2 cents in wholesale or cost value, 
which is 4 cents at retail. 


.02-+ .50= .04 


Hence, when the cash-carry differ- 
ential below credit-delivery is 4 cents 
out of every dollar, on an average 
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gross margin of 20 centg for the latter 
stores, as is found to be the case by the 
Harvard Bureau of Business Research, 
the saving to the consumer may be 
interpreted as® 


.04-+ .80= .05 


In short, the difference (expressed in 
cents of the consumer’s dollar) in disiri- 
bution margins, between two types of 
stores merchandising a commodity, be- 
comes significant to the consumer to the 
extent of the differential dimded by the 
cost price of the commodity to one of the 
stores. 

Further questions involving the fun- 
damental concept of the consumer’s 
dollar distribution are immediately 
raised. Does store B in the above ex- 
ample actually buy the goods cheaper 
than store A? If the actual unit prices 
in the two stores were averaged and 
compared, would the retail prices be 
lower in store A than in store B? 
When the price averages over a period 
are computed, it has been found that 
all combinations are possible. The 
relation of the average retail price of 
store A to that of store B is irrelevant, 
for the comparison of consumer dollar 
margins involves simply the relative 
spread between cost and sale price in 
each store. Theoreticaily, if all prices 
had been collected simultaneously and 
for varieties identical in grade, brand, 
size and condition, the store with the 
lowest margin would have the lowest 
retail prices. However, such identity 
cannot be achieved in practice. With 
fifty to one hundred brands and ten 
sizes of oranges quoted on a city 
auction market at slightly different 
prices, it is impossible to find identical 
fruit- at fifty different retail stores. 
Moreover, in collecting quotations over 
a full season, the mean prices for two 
stores are influenced by the fact that 
one of them may cease to carry a 

$ Bulletin 41, Harvard Bur. Res., 1923. 
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particular varjety of produce during 
high price periods, thereby introducing 
a biased weighting. The gross margins, 
since they are simply computed differ- 
ences between individual pairs of 
matched cost and sale prices, are not 
effected to such an extent by the 
period in which they are selected. To 
return to the original question, it may 
be said that the mean retail price for 
store A is not strictly comparable to 
the mean price at store B, because each 
represents a composite with different 
weights of time, grade and size. But 
for every dollar spent by the consumer, 
store A takes less for itself and pays 
more for the goods to the producer; or, 
looking at it another way and assum- 
ing that both stores buy at the same 
price, store A sells to the consumer for 
less than store B. 

Agreeing, as we may, that the sig- 
nificance of margins depends largely 
upon care in collecting and interpret- 
ing them, to what use can they be put? 
Since the sizes of the slices into which 
the consumer’s dollar is divided dif- 
fer with time, place and commodity 
chosen, little can be said of “the 
spread” between farmer and consumer. 
Happily, however, the variance itself 
furnishes an opportunity to discover 
by comparison and correlation the 
causes of high and low margins, and 
thus it throws light upon possible 
means of reducing them. 

For the last two or three years the 
Bureau of Agricultural Economics, in 
conjunction with the New England 
Research Council at Boston and the 
Port Authority at New York, has been 
studying the size and variance of city 
distribution margins on perishable 
foods. The high cost of retailing per- 
ishables has been variously ascribed to 
excessive wastage and spoilage, to the 
intense competition of many small 
store units, with resulting lack of 
efficient buying and management and 
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insufficient volume of business, to the 
increased service of credit and delivery, 
to the small unit of purchase by con- 
sumers. Can these hypotheses be 
tested and evaluated? 

At Boston one analyst sought to 
measure the degree of risk from spoil- 
age and extreme price fluctuations in 
handling a commodity by computing 
the quartile deviation of the margins 
for each variety. He assumed that a 
wide variability indicated greater risk. 
In New York the market research 
staff has established some significant 
relation between the volume of busi- 
ness and the size of margin for four- 
teen perishable varieties. Wide dif- 
ferences in size of commodity margin 


_seem to be largely explained by the 


relative volume of business furnished 
by each, as shown in the accompany- 
ing chart. 

A similar conclusion for foods other 
than fruits and vegetables may be 
drawn from the figures gathered by 
the New York Federal Food Commis- 
sion. The cost studies of the Harvard 
Bureau of Business Research indicate 
that this element of volume of business 
may apply not only to variations in 
margins between commodities but 
between stores as well. When this 
hypothesis has been fully tested we 
may have a really accurate gauge of 
the economic limits of competitive 
merchandising, a sound answer to the 
question of whether the average grocery 
of the United States can live on the 
business furnished by its seventy-two 
and one-half families.’ 

As a result of a nine months’ survey 
in New York City, involving the as- 
sembling of more than 10,000 retail 
quotations, a series of differentials for 
type of store management, clientele, 
sales policy, and degree of specializa- 

7 P, 206, Report of Joint Commission of Agri- 
cultural Inquiry, 1921, part IV, Marketing and 
Distribution. 
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COST-OF -DISTRIBUTION -AND-VOLUME -OF-SALES. 


Southern Cabbage ar 


Yellow Onions 


Boxed Appies 


fastern Lettuce 


Cantaloupes 


Barreled Apples 


Peaches 


Oid Potatoes 


California Oranges 


Cents per Consumer's Dollar} 





tion has been worked out. If substan- 
tiated by a new series, covering seven 
months more and now in the process 
of analysis, some interesting conclu- 
sions with regard to the relative im- 
portance of centralized buying and 
management, credit and delivery serv- 
ice, and other elements which are 

assumed to increase the cost of distri- 
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bution, will be available. It is þe- 
lieved that by using the gross margin, 
as the resultant, against volume of 
business, value of unit commonly sold, 
per cent decay and shrinkage and the 
other elements, as joint causes, an 
answer can be given concerning the 
relative importance of each to the 
distributive problem. 


Costs and Margins in Marketing 


By Jonny D. Biack and H. Bruce Price 
University of Minnesota 


NDER prevailing usage, margins 
include out-of-pocket costs, plus 
interest upon the proprietorship im- 
vestment, plus depreciation and the 


like, plus proprietor’s wages of man-. 


agement, plus or minus any conjunc- 
tural gains or losses. Costs, as dis- 
tinguished from margins, may include 
simply the out-of-pocket costs and de- 
preciation, or they may include the 
interest item m addition, the procedure 
in this respect depending more upon the 
bias of the accountants than anything 
else. In the economic sense, of course, 
proprietor’s wages of management are 
as much costs as hired management or 
hired labor. And so is the interest on 
the investment. 
which is to be principally a report upon 
the cost and margin studies as made in 
the field of marketing, the usage will 
have to be based upon practice rather 
than upon principle. The general 
practice.in certain types of studies of 
the marketing of farm products is to 
consider interest on the investment as a 
cost, and also proprietor’s wages of 
management, the reason given being 
that some of the marketing is by 
co-operatives, and co-operatives bor- 
row practically all their capital from 
members cr elsewhere, and hire prac- 
tically all of their management. Costs 
as reported in such cases are, therefore, 
costs according to economic terminol- 
ogy rather more than according to 
accountants’ terminology. The differ- 
ence between costs and margins, ac- 
cording to this usage, is merely that 
margins include the conjunctural losses 
and gains due to price or cost changes, 
spoilage and waste and the like. In 
other types of studies, only interest on 


But in this article, 


borrowed capital is counted as a cost, 
and profits ificlude return to the 
proprietor and the proprietorship in- 
vestment. This applies especially to 
studies in costs of merchandising and 
conversion. 

The term margin is also used in an- 
other sense, namely, that of the differ- 
ence between prices in local, wholesale 
and retail markets. A substitute for it 
in this use is the term “spread.” The 
term margin is also sometimes applied 
to the difference between purchase and 
sale price for a given commodity. Thus 
an elevator may have one “margin” 
for wheat, another for rye, another for 
corn, etc. In this sense, it is distin- 
guished from “gross trading profit,” 
which may include something more 
than the margin, as will be illustrated 
presently. 


OBJECTIVES 


In the last analysis, cost and margin 
studies in the field of marketing can 
have but one practical objective, 
namely, to lead to a reduction in the 
costs or margins associated with the 
rendering of a given amount or quality 
of marketing service. There are, how- 
ever, at least three approaches to this 
goal by way of cost and margin studies. 
One of these is to work out the cost- 
structure at any given time, discover 
the variations in costs, both in the ag- 
gregate and by cost categories and by 
processes, as between different busi- 
ness units at any given time, and thus 
as a result of actually seeing how some 
business units have kept their costs 
low, point out how other business units 
may reduce their costs in the future. 
This method means the making of 
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cost studies with a view to discovering 
from, them the best kind of marketing 
organization and management. 

An approach somewhat related to 
this is to set up some sort of costs as 
standards for the various business 
units to attain to as ngrms of reason- 
able accomplishment, and by this 
means improve the practice of the more 
inefficient. The only norms ordinarily 
set up, however, are simple average 
costs, which must perforce include as 
much bad practice as good: practice. 
Furthermore, if production standards 
are to be useful for a period of years, 
they must separate physical data from 
cost-rate data, so that they can be cor- 
rected whenever cost-rates change. 

Another approach is that of deter- 
mining if possible what costs or margins 
are “necessary” or reasonable, and 
using this information in publicity 
campaigns or various related ways as 
a means of forcing or inducing middle- 
men to reduce their margins. Studies 
of variations in costs among different 
middlemen have little value for such 
purposes. They merely show a range 
in costs, and do not in any way indi- 
cate what costs are necessary or reason- 
able. The “bulk-line” analysis is 
nearly futile for such purposes—it sim- 
ply restates the query in other lan- 
guage. ‘The best that can be said of 
such studies from the point of view of 
necessary costs or margins is that 
sometimes they show costs or margins 
that obviously are higher than is rea- 
sonable. ‘The more promising attack is 
to analyze variations in costs and 
margins over a period of time, discov- 
ering to what extent the variations 
from month to month or year to year 
are due to changes in cosi-rates for 
labor, equipment, supplies, rent and 
the like, or to variations in turn-over 
or utilization; and to what extent they 
represent lags or maladjustments be- 
tween purchase and sale prices. Stud- 


vators. 
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ies of this latter kind with such an ob- 
jective have thus far proved of little 
immediate value so far as reducing 
margins are concerned, but they have 
helped us to understand how our mar- 
keting system behaves in various 
phases of the business cycle, and thus 
have had great scientific value. Of 
course, if some way could be found of 
forcing costs or profits down or up, 
when they are temporar ly out of line, 
such results would be immediately 
useful. But there is a problem of con- 
trol here which has not yet been solved. 

Another objective in cost-of-market- 
ing studies is frequently given much 
importance, namely, to secure informa- 
tion that can be used in bringing the 
public to realize that most of the pres- 
ent high marketing ccsts are really 
necessary, or in getting the consumers 
to co-operate in various plans for re- 
ducing costs along lines that require 
their co-operation. 


A SAMPLE ANALYSIS--GRAIN 


Obviously it will be impossible in 
this brief sketch to survey from the 
point of view of the foregoing objec- 
tives all of the cost or margin studies 
that have been made. What we shall 
do instead is to take one field as a sam- 
ple and show in some detail how these 
objectives work out, and then very 
briefly summarize the rest. The field 
we have chosen is grain. marketing, be- 
cause more complete analyses are avail- 
able in this field than in any other. 

Variations in Costs of Country Ele- 
Figure I shows the range and 
distribution of costs of 109 grain ele- 
vators in the Minneapclis-Duluth grain 
marketing area for the crop year of 
1922-281 The range was from less 
than 2 cents to over 18 cents per bushel. 


1 From a study made by the Division of Agri- 
cultural Economics of the University of Minne- 
sota in co-operation with the U. S. Department 
of Agriculture. 
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The average was 4.7 cents per bushel. 
Here, apparently, is abyndant oppor- 
tunity for a better economy in organ- 
ization and management. 


Frevre!l Disrramourion or ELEVATOR Costs 


—109 ELEvarors—1922~—23 
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The first and most obvious cause of 
these variations in unit costs is volume 
of business. Figure II shows this gen- 
eral relation graphically. The decrease 
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in cost with volume is rather rapid 
under 125,000 bushels, and gradual 
above this volume. The reason for 
this is that there is roughly a minimum- 
sized elevator building with a minimum 
of equipment and labor and manage- 
ment; and cogis per bushel decrease 
until this minimum is economically 
utilized. Above this point, labor is 
increased, equipment is increased, 
buildings are enlarged somewhat, in- 
surance and interest are increased, and 
particularly the salaries of management 
are increased. ‘They are not increased, 
however, as rapidly as the volume, 
with the result that unit costs are ap- 
parently still decreasing at 500,000 
bushels. 

It cannot, of course, be argued safely 
from such evidence that all elevators 
should be larger and that there should 
be fewer of them. The reason that 
some elevators are handling so small a 
volume is that this is all the grain that 
is produced in their territory, and if 
the elevator were not there, the extra 
hauling cost to other shipping points 
would more than offset the extra ele- 
vator costs due to the small volume of 
receipts at this point. In many cases, 
however, one elevator at a shipping 
point, if properly equipped and manned, 
could handle all the business now 
handled by the two or three. If haul- 
ing costs could be determined, it would 
be possible to combine a curve of 
variations in hauling costs with volume 
with a curve of variations in elevator 
costs with volume, and so construct a 
curve of variations in the two costs 
combined. In most cases, such an 
analysis would show volumes of be- 
tween 125,000 and 350,000 bushels, 
giving lowest combined hauling and 
elevator costs, the particular volume in 
any case depending more upon the 
density of grain production than upon 
anything else. 


Although the variations in costs with 
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volume are most obvious, they are 


probably not the most significant. 
The 16 elevators with volumes between 
100,000 and 125,000 bushels have costs 
ranging from 2.5 to 9.0 cents per bushel; 
the 12 elevators with volumes between 
150,000 and 175,000 have costs rang- 
ing from 8.0 to 9.0 cents per bushel; 
and even the 15 with volumes between 
200,000 and 250,000 bushels have costs 
ranging from 2.5 to 6.0 cents per 
bushel. To explain all these variations 
is the first task of such an analysis. Of 
course, there is not space enough for it 
in this article. One important reason 
for the variations is differences in the 
amount of management hired, or the 
quality of it, or in the salaries paid for 
the same grade of management. Thus 
the salaries of the managers for the 
elevators in the 185,000 to 145,000 
group ranged from $1475 to $2317. 
Other causes of differences are differ- 
ence in type of construction of the 
warehouse, in adjustment of size of 
warehouse to volume of business, in 
type of equipment, in completeness of 
equipment, m utilization of the labor, 
or in wages paid. Extra labor costs 
vary from $207 to $923 for the same 
group. Some elevators follow a close 
policy in providing the manager with 
clerical assistance, office supplies and 


equipment and. the like; others are 


liberal in this respect. Differences in 
types of insurance carried produce a 
variation in the unit cost of this item 
of over 50 per cent. Different methods 
of financing produce wide variations in 
the cost of this item; some of these, 
however, represent differences in serv- 
ice rendered 

Building costs per bushel vary 
partly because not all elevators are 
equally wel. adjusted to volume of 
business, and partly because different 
grain marketing conditions permit 
different rates of turn-over of bin-space. 
The Federal Trade Commission’s study 
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of 2,229 elevators im eight states 
showed an average turn-over of 3.9 
times? But the average for elevators 
handling corn and other grains was 5.3 
times, and for those handling no corn, 
only 2.8 times. The marketing period 
for corn follows that for small grain 
and extends the period when the ele- 
vators are in full or nearly full use. On 
the other hand, increasing the number 
of small grains handled reduces the 
turn-over because it makes more bin- 
space necessary. Maladjustments of 
capacity to volume of business may be 
merely temporary, due to such things 
as a short crop and the like; or they 
may be the result of over or under- 
estimating future receipts. In the 
former case, accurate accounting would 
adjust the changes each year to suit 
the volume received. 

Another important cause of varia- 
tion in costs, especially between ele- 
vators in different territory, is differ- 
ence in types of grain handled, or 
proportion of different types of grain. 
Wheat costs, for example, are higher 
than oat costs, and flax costs higher 
than wheat costs. 

Two things must be said about these 
variations in the several cost items. 
One is that some of them are high or 
low because others are high or low. 
For example, a high ecuipment cost 
may mean a lower extra labor cost, or 
vice versa. But there will be for any 
elevator a particular combination of 
labor and equipment that gives lowest 
unit costs—a combination with not 
too much equipment and not too much 
labor. There will be a similar least- 
cost combination of management and 
labor costs, of management and office 
costs, of power and labor costs, etc. 
The other thing is that some of the 
differences in costs, as already indicated 
in the case of interest, represent 
differences in the quality of service. 

* Report on Grain Marketing, Vol. I, p. 190, ° 
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High salaries for management may be 
justified by the success af the elevator. 
High office costs may be justified by 
the better records and accounts that 
are kept. 

The analysis of cost variations nat- 
urally resolves itself into two phases: 
one, that of variations in utilization of 
the cost elements, and the other, that 
of variations in the cost-rates. Thus 
it will be found that some elevators 
have high labor cost because they 
employ too much labor or utilize it 
poorly; and others because they pay 
high wages. Building costs will simi- 
larly vary, either because of differences 
in size of buildings or turn-over, or 
because of differences in type of con- 
struction involving different annual 
costs per cubic foot of bin-space. AHN 
costs can thus be separated into two 
functions, one the physical units of 
input, and the other the cost-rate per 
unit of input. 

When such an analysis of variations 
in costs has been completed, it is 
possible, first, to point out all the 
reasons for high and low costs; second, 
to show how the costs of high-cost 
units can be reduced; and third, to 
plan new units in such a way that their 
costs will be as low as possible. From 
such an analysis, it is also possible to 
set up standards that are really possible 
of attainment, but which include very 
little bad practice. The standards will, 
of course, have to be different for 
different sets of conditions. 

But which particular level of costs 
can be considered as necessary cannot, 
of course, be stated with any definite- 
ness. In the first place, what particular 
quality of management can be con- 
sidered necessary at any time? 

Variations in Margins of Country 
Elevators. The average gross trading 
profit of these 109 elevators was 6.7 
cents per bushel, or 2.0 cents more than 
the average cost per bushel. Table I 
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shows the range. Most of them are 
between 2 and 10 cents per bushel. 
These gross trading profits are not 
quite the same as margins, because 
they include income from sidelines and 
other sources, but they are nearly the 
same as mar and will be so con- 
sidered in this analysis.’ The margins 
vary first of all because costs vary. 
In general, those with higher costs 
have higher margins. Second, they 
vary because of different marketing 
policies. For example, those that do 
not hedge are liable to realize large 
gains or losses. Third, those that mis- 
grade, mis-weigh, or mis-dock have 
either gains or losses In consequence. 
Fourth, certain types or grades of 
grain normally carry wider margins 
than others because of greater market- 
ing risks or uncertainties. 


TABLE I--RANGE AND DISTRIBUTION OF 
Gross Trapine Prorrrs or 109 Country 
ELEVATORS, 1922-28 


Cents per Number of 
Bushel Elevators 
Over 16.... 1 
14-16 8 
CS a as 4 
10-12..... 9 
8-10... 14 
6-8... $7 
468.. 28 
QA... 12 
ORo aeia a Soy ee 2 
Less than 0 l 
Total.. 109 


The range in net operating gains or 
losses is equally significant. Of the 
109 elevators 21 had net losses ranging 
upward to 4.6 cents per bushel and 22 
had net gains of 4 cents and over, 
ranging as high as 10 cents. 

Year-to-Year Fluctuations in Costs of 
Country Elevators. ‘Table IL shows by 


3 Included in this 67 cents per bushel is 1.7 
cents per bushel of income realized from side- 
lines and from elevator services rendered grain 

patrons. It is proper to do this since nearly all 
eee Goats ave been Charded oo phan banding: 


yA 
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separate items the costs of groups of 
elevators in separate years from 1918 
to 1923. Only part of the elevators in 
these groups are the same from year to 
year, but the data are consistent 
enough to indicate that the sample 
each year is somewherg nearly ade- 
quate. There are two principal causes 


» 
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1920 made the interest and insurance 
costs higher in, those years. 

Beginning with 1920-21, the eleva- 
tors began to reduce costs. In 1921-22 
the reduction is particularly apparent. 
The large volume of 1922-28 raised 
total costs again, but made low unit 
costs. The years 1918-19 and 1922-23 


TABLE D—Orprrarina EXPENSES or SAMPLE GROUPS or FARMERS’ ELEVATORS BY YEARS, 1917- 




















1928 
Average per Elevator 
Element of expense 
1917-18 | 1918-19 | 1919-20 | 1920-21 | 1921—22 | 1922-28 Al 
i (1z)* | (81) (32) (48) (86) | (1211) 
Building and equipment $632 $848 $792 $702 8917 8793 
ent. : os 1,498 1,770 2,279 1,987 2161 1,926 
General office. ..... 554 696 704 860 1,015 788 
Extra labor...... 420 416 578 444 616 519 
Power, light and heat. 24E 297 896 808 367 827 
ESOS Ceausaess arnes 215 142 268 291 210 230 
Insurance. aaau ee eease evade 514 544 553 340 445 518 
Interest, ..... 625 1,004 1,119 815 916 951 
Direct sideline....... QE 78 29 33 87 41 
Miscellaneous......  . .... 217 257 268 12] 158 208 
Totilo essri e Ske AG 4,986 6,052 6,981 5,901 86,830 8,302 
Average bushels per elevator. 89,820 | 146,570 | 78,490 | 94,520 | 90,770 | 145,810 
Cost per bushel........ 5.54 418 9 Q1 7 88 6.50 4 68 6.01 


* Number of elevators in the group. 


A 
4v of the variations in total costs: one the 
‘ variations in volume of business, 
depending upon the size of the crop, 

and the other, the variations in the 
prices of the cost elements. Volume 

fell from 146,570 bushels in 1918-19 to 
78,490 bushels in 1919-20, and costs 

per bushel rose from 4.18 cents to 9.01 
cents. But part of this rise in bushel 
costs was due to a rise in prices of 
supplies, in wages and salaries, in 
interest and insurance, etc., since even 

with the lower volume of business, the 

_ average operating expenses were $1024 
higher in 1919-20 than in 1918-19. 

The higher prices of grain from 1918 to 


are interesting to compare. With the 
same volume of business, the bushel 
costs are over half a cent higher in 
the latter year. This is principally 
because management, general office, 
wages of extra labor, and power and 
light are apparently not back even to 
the level of 1918-19 in the country 
elevator business. Interest and insur- 
ance are lower because of lower values 
for grain. Miscellaneous and direct 
sideline costs have been pared con- 
siderably. Thus, although there have 
been appreciable reductions since the 
flourishing years of 1918 to 1920, when 
money was spent rather freely because 


\ 
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margins were high, the reduction 
process is by no means gompleted and 
may never be completed. 

Year-to-Year Fluctuations in Margins 
of Country Elevators. Table ILI shows 
the gross trading profits of these same 
groups of country elevators by years, 
and also their net profits and losses. 
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short crops, as in 1917-18, 1919-20, 
1920-21 and 1921-22, and especially 
in 1919-20. But market conditions 
are an even more important cause of 
fluctuation in margins. It was ad- 
vancing prices that principally pro- 
duced the mgrgin of 15.0 cents in 
1919-20, and declining prices that pro- 


TABLE T1—Gross Trapa Prorrrs, Expenszs, Ner Prorrrs anp Losses, Country ELEVATORS 
EY YEARS 1917 To 19¢8—1n CENTS PER BUBHEL 





1917-18 | 1913-19 | 1919-20 | 1920-21 | 1921-22 | 1922-23 | All years 














Gross trading profits 8 8 5.9 15.0 7.8 
bina wd eas 55 4.1 9.0 60 
Net profits . .... 3.3 1.8 6 0 1.8 

* Loss. 


In five years out of six, the elevators 
had an adequate net profit, and the 
heavy loss of 1920-21 was almost 
entirely offset by the large profit of the 
year previous. The net profits of 
1918-19 and 1922-23 are really large 
when one considers the large volume of 
grain handled in these years. In 
general, margins are high in years of 


duced the low margins of 2.4 cents in 
1920-21. 

In ordinary years, margins and ex- 
penses seem to be fairly well adjusted 
to each other, and leave a fairly 
regular net profit not far from 2 cents 
per bushel. Table IV, however, shows 
that there is a good deal of the ac- 
cidental in this after all, for margins 


TABLE IV-——Averace Ormeatina Income or Farmers’ ELEVATORS BY SOURCES or INCOME—-IN 
Crnts PER BUSHEL 


Source of Income 


Grein Trading Proñt.. . . 


Sideline Trading Profit.. .. {1.8 
Miscellaneous Trading Profit* .5 
Total Trading Profit 8.8 


1917-18 | 1918-19 | 1919-20} 1920-21 | 1921-22 | 1922-28 | All years — 








* Consisting chiefly of income from elevator services. 


{ Loss. 
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vary greatly from year to year for 
different kinds of grain. Thus, after 
throwing out the abnormal years of 
1919-20 and 1920-21, flax margins 
vary by years from 6.2 to 22.0 cents 
per bushel, oats from 2.8 to 6.6 cents, 
barley from 3.8 to 12.0 cents, and corn 
from —3.8 to 11.7 cents. It is only the 
circumstance that these elevatcrs han- 
dle several kinds of grain that keeps 
their average margins somewhere nearly 
regular—this and the fact that wheat, 
the main crop of this region, has rather 
regular margins. In a major corn- 
growing region, no doubt corn margins 
are more regular than indicated here. 
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Variations in Central M arketing Costs 
and Margins. , The two principal types 
of business units operating in the 
central market for grain are the com- 
mission firms and the terminal ware- 
houses. If data were available, each of 
these could be analyzed; rst, from the 
standpoint of variations in costs and 
margins at any time, and second, from 
the standpoint of year-to-year fluctua- 
tions in costs and margins. The only 
data available are the Federal Trade 
Commission averages for a group of six 
terminal elevator companies for the 
years 1912-18 to 1919-20, as given in 
Table V following. If the interest item 


TABLE Y—Gross Trapine Prorirs anp Expenses (Incuuptine Inrerest) anp Ner Prorirs 
oF Sixx Muyyeapours Termar Warenovrrs, 1912 ro 1920* 


(Cents per Bushel) 





1918-14 


Gross trading profits 
Expenses.... ... 


Net Profits. . 


Bushels handled. . 15,469,327 








15,069,741 









"1914-15 1916-16 | 1916-17 | 1919-20 
7.2 19.1 
4.9 12.8 
2.3 5.8 






11,329,736 | 9,995,277 | 7,434,082 | 8,771,448 


* Derived from the report of the Federal Trade Commission on the grain trade, Vol. IV, p. 163. 


What values there are in studies of 
year-to-year fluctuations in margins 


3 and costs should now be apparent. If 
i margins or net profits are unusually 


high or low at any given time, the pre- 
sumption is that a maladjustment has 
developed which will right itself in 
time, but which righting can perhaps 
be hastened if it is understood, or 
especially if some means of control can 
be developed. Or ány particular costs 
which are out of line at any time can 
be handled in the same way. 

Year-to-year fluctuations also serve 
to point out occasional opportunities 
for improving marketing organization 
and management and thus reducing 
` costs—but for such a purpose they 
have a rather limited usefulness. 


had been excluded from both receipts 
and expenses, the net profits would 
have averaged about a cent per bushel 
more, but part of this one cent repre- 
sents costs of funds borrowed to 
finance the companies’ own operations, 
as distinguished from the financing of 
courtry elevators or mills. The gross 
margins are higher than those of coun- 
try elevators. One of the reasons that 
they are so high is that they include 
the cost of a great deal of storage of 
grain, Minneapolis being a consuming 
center. The net profits, according to 
the Federal Trade Commission’s figures 
(pp. 166-9) represent an average 
return for the period of about 19 per 
cent on the stockholders’ investment, 
the lowest year, 1915-16, being 108 
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per cent. The principal cause of varia- 
tions in costs from year to year is 
volume of business. Changes in the 
price of grain also affect the interest 
item pronouncedly. This is especially 
noticeable at the high prices of the 
1919-20 crop year. The rise in wagea 
and other related costs from 1917 on 
also increased the costs noticeably. 
Margins were increased at the same 
time, partly because of higher interest 
receipts per bushel on funds advanced 
to country elevators, partly because 
charges for elevator services—storing, 
cleaning and the like—were increased, 
and partly because of larger profits on 
merchandising operations. If space 
permitted, the variations from year to 
year in each source of income and each 
expense could be analyzed in detail. 
But this would not take the place of a 
study of the variations in each of these 
items for different terminal elevators 
in any one year. Such an analysis 
would show the costs of different 
elevators varying because of differ- 
ences in utilization of storage capacity, 
equipment, labor, etc., and because of 
differences in the cost-rates for each of 
these items. Volume of business or 
turn-over would of course be a major 
item in utilization. 

If the commission business could be 
similarly analyzed, it would be found 
that although margins are nearly the 
same for’all in any one market, being 
largely fixed for them by the grain 
exchanges, costs would vary consider- 
ably for reasons that could largely be 
determined. The average margins in 
the Minneapolis market in 1922-23 
were roughly as follows (in cents per 
bushel) : wheat, 1.5; rye, 1.5; oats, 0.6; 
barley, 1.0; flax, 2.4; corn, 1.0. Mar- 
gins have changed since 1912-13 
because the commission charges have 
been changed. They are now on a 
percentage basis with maximums and 
minimums per bushel. Since 1920, the 
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minimums have been generally appli- 
cable. The rising costs that warranted 
the increased commission rates were 
chiefly those of wages, salaries, rent, 
and especially those of the traveling 
done by their solicitors. 

Inter-Unit Qrganization in Relation 
to Its Effects on Costs. The whole 
large problem of the inter-relationship 
of different types of marketing units, 
of local and central and retail units, 
and different types of central units,— 
of the division of functions between 
them, of their integration and control 
—can be attacked from the standpoint 
of comparative costs and margins. A 
cost analysis, if properly made, may be 
one of the most effective ways of 
determining relative degrees of econ- 
omy and waste in various systems of 
integration or lack of integration. 
Experience has shown, however, that 
such comparisons are fraught with 
great difficulties. Some of these diffi- 
culties are illustrated by the following: 

A type of integrated marketing 
organization is the line elevator. The 
Federal Trade Commission’s data on 
comparative costs of line and noa-line 
elevators are not conclusive because of 
the large difference in volumes handled 
by the two. An analysis of individual 
items of expense shows that the line 
élevators realize some economies in. 
centralized specialized management. 
Building and equipment costs are less 
because the elevators are less expen- 
sively equipped and constructed. Sal- 
aries are less, even when salaries in the 
central office are included. In particu- 
lar, the direct costs of insurance, taxes 
on grain, interest on grain and sideline, 
heat and light and power are reduced. 
All of these savings are probably 
accomplished with no loss in the 
quality of the marketing service— 
perhaps even with some gain. On the. 
other hand, the line houses are at a 
distinct disadvantage in securing busi- 
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ness in competition with businesses 
locally owned and operated, and in 
consequence are probably doomed to 
handle a smaller volume, which will 
make their unit costs higher. 

Another type of integrated organiza- 
tion is the wheat pool. The costs of 
the wheat pool of thé Southwest 
Wheat Growers’ Association in 19%2-28 
were 14.6 cents per bushel; of the 
Nebraska pool for the same year, 17.1 
cents; and of the North Dakota pool, 
18.7 cents.4 To make the figure for the 
North Dakota pool comparable with 


costs for elevators selling through com- 
be: merchants, a total of 3.8 cents 
N er 





bushel must be subtracted to cover 
deductions for reserve, farm storage 
allowances, and the like. The 9.9 cents 
per bushel remaining may be compared 
with 7.75 cents per bushel, the gross 
trading profit of the farmer and line 
elevators of the same year,® except that 
a little additional selling and testing 
service was furnished with the wheat 
pool. A detailed study of the separate 
items of cost for this and other wheat 
pools might indicate what the possi- 
bilities were in reducing costs. But the 
comparison of prices obtained would 
still have to be made. No one year or 
even several years of price corapari- 
sons will determine which method of 
i selling secures better prices. 
Margins Between Producer and Con- 
umer. Studies which are easier to 
make are simple comparisons of move- 
ments in local, central and retail 
market prices. Figure II is such a 
comparison of farm and central market 
prices for wheat and retail prices for 
flour. The “spreads” between these 
prices cannot ordinarily be interpreted 
as “margins,” for the reason that the 
grades are seldom strictly comparable, 


t Agricultural Co-operation, April 21, 1924. 

5 U. S. Tariff Commission, Wheat and Wheat 
Products, p. 18. 

6 The scale is logarithmic. 
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and the market areas may be different. 
The comparison intended is simply of 
movements of prices in the various 
markets—the curves are to be under- 
stood only as indices of change. So 
understood, Figure II shows farm 
prices at present low relative to central 
market prices, and not showing any 
sign of catching up with them; flour 
prices high relative to both, but falling 
steadily—the spread narrowing 11 
cents during the year 1923. The total 
spread was greater in 1921 and 1922 
than in any previous period back to 
1909. The high freight rates now pre- 
vailing are mostly responsible for the 
present large spread. It is this that 
keeps farm and central market prices 
so far apart. Middleman and com- 
mission costs between the central 
market and the consumer seem to be 
decreasing. 


Ficurn II. Cuanexs iw Waar AND WHEAT 
Propucras Marams rrom 1909 ro 1923 


(Prices are given on logarithmic scale) 


WHEAT PRICES (RATIOS) 





Another type of analysis of this same 
sort is that illustrated by Table VI 
following. A bushel of wheat for which - 
the farmer receives $.97 is traced 
through various hands to $5.96 worth 
of bread in the hands of the consumer 
and the margins or charges taken at 
each stage determined. Or the pro- 
cedure is reversed, as in the second. 
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column, and the bread for which the 
consumer pays one dollar is traced 
back to the grower, and margins or 
charges indicated at each stage. As 
individual studies, made once and not 
repeated subsequently, their principal 
value is in giving a properly balanced 
sketch of the marketing process for 
this commodity, and thus suggesting 
where results can be obtained from 
further work directed specifically to- 
ward reducing costs. If studies of this 
kind can be repeated and kept up-to- 
date, they will have the usual value 
of ordinary year-to-year margin stud- 
ies, and the additional value of greater 
precision and detail. 
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transportation costs from thé costs and gg 
also deduct them from the consumer’s f 
price. The percentages obtained for ^ 
the other margins on this basis are not 
percentages of actual consumer’s prices, 
but rather indices of relative marketing 
costs or margins by commodities. On 
this basis, tl margins for wheat used 
in bread are as follows: marketing, 
18.4; conversion, 65.2; total, 83.6. The 
grower’s index is 16.5. Perhaps the 
simplest way to describe these indices 
is to say that they represent the per- 
centage division of what is left of the 
consumer’s dollar after he has paid for 


transportation. 
It will appear in the next section thP 





TABLE VI—Marsams Taxen Berween Tam NORTHWESTERN Waeat GROWER AND THE CON- 
BUMER OF BREAD IN MINNEAPOLIS, 1922-28 * 


Received by farmer...... : ide ts oe 
Country elevator’s margin.............. 
Freight to Minneapolis....... 

Commission, selling, ettres 

Miller's margin 


a ed 


Consumer’s price.... . 


* Based partly on a preliminary report on retail prices of bread in seven cities, issued by the U. S, 


Department of Agriculture in February, 1924. 


One difficulty with such analysis is 
that the results for different commodi- 
ties or the same commodities in differ- 
ent markets are not comparable be- 
cause of differences in the length of the 
haul to market. In the illustration 
chosen, the flour haul has been elim- 
inated by having the bread consumer 
in the city in which the flour is milled. 
Oranges are hauled anywhere from a 
few miles to clear across the continent. 
The average haul for strawberries is 
less than for lemons. One way of 
escaping from the difficulty is to omit 


t.s: 


What becomes of a Distribution of the 
bushel of wheat consumer’s dollar 
$. 97 g 162 

.058 .010 
.12 , 020 
.018 008 
Al .068 
3 42 576 
1.00 . 167 
5.96 1.000 


A 


most of the studies thus far made /» 
the field of costs and margins have 
been of this latter type. They have 
been of great value in helping us under- 
stand the marketing process, and we 
can afford to have still more of them 
made; but after all they represent only 

a beginning—most of the real work i is 
yet to be done. 


SURVEY OF MARKETING COST AND 
MARGIN STUDIÆS 


On the whole, probably the most q 
amvitious study thus far made of 


St 
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marketing costs and margins is the 
survey made by the Joint Commission 
of Agricultural Inquiry in 1921 and 
reported in its Part IV, called Market- 
ing and Distribution. Although this is 
principally a study of margins, the 
wholesale and retail margins are split 
into costs and profits, ail conversion 
and certain other costs are split into 
two or more categories. The report 
divides the field into four parts: first, 
marketing as far as the central market 
or the converter; second, conversion; 
third, wholesaling; and, fourth, retail- 
ing. All the inquiries cover a period 
of years. The first part presents mar- 


' gins for three selected years, 1912-13, 


1915-16, and 1920-21. The other three 
parts cover the year 1913, which is 
the base-year commonly chosen for 
comparative studies, and then the 
whole period from 1916 to 1921. The 
Commission very wisely did not at- 
tempt to make a complete summary of 
marketing margins and costs. Instead, 
it selected typical commodities, and 
typical grades of these commodities, 
and typical hauls and typical markets, 
and obtained the data for these alone. 
In some cases, however, as with fruits 
and vegetables, and some of the whole- 
saling and retailing analysis, these 
several typical cases are combined to 


_give summary figures which it is be- 


lieved fairly represent the whole group 
of which they are a sample. 

One of the difficulties in using the 
data of this report is that one cannot in 
many cases tell which items have been 
included under costs and which under 
profits. Presumably profits include 
returns on proprietor’s services and 
invested capital. 

There is no attempt made to present 
variations in costs between different 
business units. It was not the purpose 
_of the Commission specifically to show 
~ how costs could be reduced, but rather 
to discover “the cause of the wide 
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difference between the price of agri- 
cultural products paid to the producer 
and the ultimate cost to the consumer” 
(page 14). The studies show well how 
the consumer’s dollar is divided be- 
tween the various marketing agencies, 
but they do not bear on their face many 
indications as to which of these margins 
are necessary. In fact, the most 
obvious conclusion to be drawn from 
the data is that if the margins of 1918 
were justified, then surely those of 
1918 to 1921 are justified, for in most 
cases they represent a smaller per- 
centage of the consumer’s dollar. 

Federal Trade Commission. A study 
of similar kind, although in more detail 
in a special field, is that which is pub- 
lished in Vol. IV of the Federal Trade 
Commission’s report on the grain 
trade. This also is avowedly a study of 
profits and margins with a view to 
determining whether or nct the profits 
are unreasonable. There are really two 
methods of attack on the problem. 
One is to compare margins and profits 
of the different years from 1913 to 
1920. The other is to compare the 
margins and profits of different types 
of middlemen, for example, of co- 
operatives, independent and commer- 
cial line elevators. It is found that the 
co-operatives are doing business on 
lower margins than the others, and it 
is therefore recommended that more 
grain be handled co-operatively. Prob- 
ably it is also to be implied merely 
from the largeness of the profits in a 
number of cases that they are unrea- 
sonable. Oneof the most valuable parts 
of this study is the analysis of causes of 
variations in costs from year to year 
(pages 22-89). One of the difficulties 
in using the data is the complication of 
hedging losses and gains. Another is 
that the groups compared are not 
always properly comparable. 

The whole report of the Federal 
Trade Commission on profits and 
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margins in the grain trade is in three 
parts; the first part dealing with the 
country elevator, the second with 
terminal elevators, and the third with 
total margins between producer and 
consumer, the consumer in this case be- 
ing the miller or exporter or feed dealer. 
U. S. Department of Agriculture. 
The U. S. Department of Agriculture 
undertook its first important studies in 
this field about six years ago. Most of 
the data obtained the first two years 
were not in such form that they could be 
published. The late Secretary Wallace 
came to his new task just at the time 
when the public was firmly convinced 
that the middlemen were holding up 
consumer’sprices. Hetherefore became 
interested at once in costs and margin 
studies. The first studies made were 
trends of farm, wholesale and retail 
prices for all the important farm 
products from 1910 to 1920 (see Figure 
IL, page 198). Very shortly, however, 
a new section was created, called 
Cost of Marketing. Projects were 
undertaken in several fields, particu- 
larly livestock, grain and potatoes. 
Thus far no cost data have been pub- 
lished except a few releases, and these 
have not been of great value. Mean- 
while, the section is shifting its energies 
more and more to margin studies. 
Releases have been published covering 
margins in cotton and cotton cloth, 
potatoes, wheat and bread, milk and 
meat. These cover only a single year’s 
business, and must be described as 
principally giving the facts as to what 
the margins are at the time, and how 
they are split between different middle- 
men agencies. In general, they give 
little clue as to whether or not the 
margins are necessary, and contain few 
suggestions as to how margins can be 
reduced. The study of the retail meat 
trade in Chicago, Cleveland and New 
York, however, contains considerable 
valuable organization analysis. 
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The establishment of the special sec- 
tion on costs of marketing now appears ` 
to have been a mistake. Cost of mar- 
keting studies designed to furnish a 
basis for better marketing organization 
should be made by the men working in 
the field of marketing organization. 
The training*required for such work is 
princpally marketing and statistics 
with a small amount of accounting. 
Commercial cost accountants are of | 
little use for such work except to help 
with the details. The margin studies 
are really price studies and should be 
made by the division in charge of price 
statis.ics, in close co-operation, of 
course, with the workers in marketing _ 
organ zation. Studies of both of these 
types are now being undertaken by 
various divisions in the Bureau of 
Agricultural Economics interested in 
marketing organization or price sta- 
tistics, usually in co-operation with 
state 2xperiment stations. Some re- 
sults ere already available in cotton, 
grain and butter. 

Stata Experiment Stations. The fol- 
lowing does not purport to be a com- 
plete survey of the research work on 
marke-ing costs and margins completed 
or in progress at the various state 


‘experiment stations; nevertheless it 


covers most of the important studies. 
Many of the studies are in co-operation . 
with tae U. S. Department of Agri- 
culture. It has not been possible to 
indicate this fact in most cases. 
Calitornia has a project under way 
on the margins in fruits and vegetables 
in the Berkeley market area. North 
Dakote is co-operating with the U. S. 
Department of Agriculture in a coun- 
try elevator study which should give 
some cost data and permit an analysis 
of some of the causes of variations in 
costs between elevators. A dairy 
products marketing study under way.. 
should also give data of a similar sort. 
South Dakota, Nebraska and Missouri 


G 
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have made limited studies in the costs 
of marketing livestock. The Missouri 
study is principally a comparison of 
margins when selling to local buyers 
and costs when selling through ship- 
ping associations. These livestock 
studies were part of the general project 
initiated in this field bf the cost of 
marketing section of the U. S. Depart- 
ment of Agriculture, the results of 
which were published in the release 
previously mentioned. Texas is co- 
operating with the U. S. Department 
of Agriculture in a study of local 
marketing costs of cotton, and has 


\ 
\ -completed a study of picking, hauling, 


inning, yardage and insurance costs of 
cotton. It remains to be seen whether 
these studies will simply give cost data, 
or wil use cost variations as a basis for 
suggesting improvements in organiza- 
tion and management. 

The Kansas studies give costs in 
marketing butter, in marketing milk 
in six Kansas cities, and in some phases 
of wheat marketing. These studies 
principally content themselves with 
presenting averages, although the milk 
study gives highs and lows for each 
item, makes a number of suggestions 
as to how costs can be reduced, and 
compares average costs of different 
types of distributers. The butter 


_Study gives average costs of marketing 


through local creameries and through 
centralizers and itemizes the costs of 
centralizers. None of these studies 
analyzes variations in costs between 
business units in such a way as to show 
how costs can be reduced. 

The Iowa studies are all in progress, 
although some data will shortly be 
available. They cover costs in live- 
stock and grain marketing, and costs of 
local creameries. When published, 
they will undoubtedly analyze cost 


Poi mostly from the standpoint of 


variations in costs as furnishing a 
basis for suggestions for better econ- 
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omy in organization and manage- 
ment. 

Minnesota has completed studies in 
the costs of local creameries, local 
potato warehouses, and local shipping 
associations, and is carrying on studies 
in the costs of local elevators, retail 
stores, and livestock and grain com- 
mission merchants. Much of this 
work is in co-operation with the U. S. 
Department of Agriculture. These 
studies are made almost solely from the 
standpoint of economy in organization 
and management. ‘The emphasis is 
principally upon variations in costs 
between different business units in the 
same field. 

Wisconsin’s costs of marketing stud- 
ies, mostly made between 1918 and 
1917, cover potatoes, cheese, butter, 
milk and retail stores. ‘There is elso 
one study of the conversion costs of 
canned peas. The studies are essen- 
tially general marketing studies, but 
in each case an attempt was made to 
split the consumer’s dollar between the 
various middlemen agencies. The cost 
and margin data are therefore in the 
form of averages. What suggestions 
there are for better marketing organiza- 
tion are therefore not derived from 
cost analysis. The study which comes 
nearest to analyzing costs from the 
standpoint of economy in organization 
is the one on retail stores. 

The Cornell studies in this field were 
begun only recently and nothing has 
been published thus far. They cover 
potatoes, the local marketing of apples 
and milk, and local feed stores. It 
remains to be seen whether when pub- 
lished they will be studies essentially in 
costs, as most of the Cornell farm cost 
studies have been, or studies essentially 
in marketing organization. 

The New England Research Council 
is a voluntary co-ordinating council of 
the various agricultural economic re- 
search agencies in the New England 
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States co-operating with the U. S. 
Department of Agriculture. Included 
in the council are thd several state 
experiment stations in the region, the 
Massachusetts Department of Agricul- 
ture, several chambers of commerce, 
and the Harvard School of Business 
Administration. The studies thus far 
completed are all margin studies. As 
margin studies, however, they are 
more carefully analyzed than most of 
such studies. This is particularly true 
of two studies: one, of the reasons for 
differences in the retail margins taken 
on 12 different commodities by 6 differ- 
ent retail stores in the Boston market, 
and the other a similar study of job- 
bers’ margins in the same market for 
two commodities, onions and straw- 
berries. Reasons for differences in 
margins when thus carefully made 
virtually amount to reasons for differ- 
ences in costs. Such studies do not, of 
course, point directly to better market- 
ing organization and management; but 
they do throw considerable light upon 
the problem, for some of the reasons 
for differences in margins between 
different commodities and different 
stores are also reasons for differences 
between costs of stores of the same 
type handling the same commodity. 

One interesting feature of some of 
these margin studies is the attempt to 
show variations and ranges in margins 
from day to day. Such analysis helps 
to explain the way in which the market- 
price mechanism works. 

_ Only one of the studies attempts to 
determine costs. This is a study of the 
relative costs of transportation by rail 
and by truck. 

Another study compares push-cart 
vendors’ prices with retailers’ prices. 

The Massachusetts State Experi- 
ment Station, in addition to its work 
in co-operation with the New England 
Research Council, has im progress 
special cost of marketing studies for 
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apples, tobacco, onions and potatoes. 
It is not clear at this time what the 
objectives in these studies will prove 
to be. 

A few other stations in the East 
have done a little work in this field, 
particularly Ohio, Pennsylvania, New 
Jersey and M&ryland. 

. Research bureaus, especially those of 
the Harvard School of Business Ad- 
ministration and of the Northwestern 
University School of Commerce, have 
made cost studies in the field of mer- 
chandising, especially in the field of 
retailing. Some of these studies have 
emphasized the variations in costs and 


margins from month to month and Fa 


year to year. Others have emphasized 
variations in costs between business 
units. Their analysis of the latter 
phase of the problem is by no means 
exhaustive. 

Trade Associations. Several trade 
associations have made studies of the 
cost of marketing in their own fields. 
Their object is partly to educate the 
public to appreciate that their margins 
are necessary, and partly to help out 
their backward members. One of the 
best of these studies is that made by 
the National League of Commission 
Merchants of costs in the wholesale 
distribution of fruits and vegetables. 


Summary or RESULTS 


The foregoing survey of marketing 
cost and margin studies makes it 
abundantly clear that the principal 
thing that has been accomplished by 
them thus far is to furnish us with a 
clearer sketch of the-marketing process. 
Most of them have been directed to the 
end of answering the question, “Who 
gets the money?” Recently, however, 
a number of studies have concerned 
themselves with movements in costs 


and margins in the various phases of _ 


the business cycle, with long-time 
trends in marketing costs; and the 
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results already obtained working along 
this line promise more valuable results 
in the future. 

The most important phase of mar- 
keting cost and margin studies, namely, 
the economy and efficiency phase, has 
been by far the most neglected. There 
always have been attethpts made to 
compare diferent marketing methods 
or systems in this respect, but very 
little that is really conclusive has been 
learned in this way. The difficulties of 
such comparisons are often unsur- 
mountable. Even if costs can be com- 
pared, which in itself is usually very 
difficult, the amount and quality of 
marketing service rendered for the 
money cannot be compared. It is also 
frequently assumed that “average” 
costs, such as commonly computed, 
have great value as standards of reason- 
able attainment. As already pointed 
out, their value in this respect is de- 
cidedly limited. The most promising 
attack on the problem, namely, ana- 
lyzing the costs of many units of the 
same general type to discover the most 
economical organization and market 
practice, has thus far been followed by 
only a few research agencies, particu- 
larly the research bureaus, a few 
experiment stations, and in some very 
recent studies, the U. S. Department 
A summary of the 

studies thus far made would, therefore, 
be principally a summary of answers 
to the question, “Who gets the 
money?” These answers can be 
~gsembled and averaged in various 
ays. But the averages are not very 
significant, and they do not really 
represent anything in particular. The 
reason for this is that they are derived 
in different ways, represent dissimilar 
conditions, or include different things. 
In particular, transportation costs 
have been included in all of them, and 
these, of course, vary greatly according 
to the length of haul. 
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To illustrate these facfs, in the fol- 
lowing paragraphs are brought to- 
gether a few general statements about 
margins on a number of principal com- 
modities or groups of commodities. 

The middleman margins, local and 
terminal markets combined, obtained 
by the Commission of Agricultural 
Inquiry, average per bushel on grains 
for the years 1912-18, 1914-15 and 
1920-21 combined, as follows: wheat, 
9.3 cents; corn, 9.6 cenzs; oats, 3.1 
cents; barley, 6.4 cents. The Federal 
Trade Commission’s margin on grains 
average for the years 1912-17 and 
1920-21 combined, as follows: wheat, 
11.4 cents; corn, 7.3 cents; oats, 7.0 
cents. This illustrates the general 
lack of comparability in the available 
margin data. The Federal Trade Com- 
mission’s figures probably represent 
the best comparison by types of grains; 
but they are all too high, probably 
because of assuming that all grain 
passes through terminal elevators, and 
also that most of it is stored,there. 

If the Commission of Agricultural 
Inquiry’s margins are reduced to per- 
centages of terminal market prices 
with the transportation margins elim- 
inated, the comparison is as follows: 
wheat, 7.8 per cent; corn, 11.1 per 
cent; oats, 8.4 per cent; barley 11.9 
per cent. f 

The middlemen margins {county 
elevator, terminal market, wholesaler 
and retailer combined) included in the 
whole marketing process from pro- 
ducer to consumer, on a number of food 
products made from grains, as ob- 
tained by the Commission of Agri- 
cultural Inquiry for the years 1912-18, 
1915-16 and 1920-21 combined, were 
as follows, expressed as portions of the 
consumer’s dollar: bread, 22.5 cents; 
corn flakes, 82.9 cents; rolled oats, 
82 cents. But the U. S. Department 
of Agriculture’s data on margins on 
bread sold in seven cities assign the 
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same middlemen only about 15 cents 
on the dollar. For all the commodities, 
the selling costs of thé manufacturer 
are greater than the margins of the 
middlemen proper. 

The central market margins on live- 
stock in 4 markets, according to data 
obtained by the Commission of Agri- 
cultural Inquiry, averaged per hun- 
dredweight as follows in 1920-21: 
cattle, 15.6 cents; hogs, 18.7 cents. 
These represent 2.2 and 2.1 per cent 
respectively of the terminal market 
prices. Including three more markets 
for cattle raises the average to 16.9 
cents for cattle. The central marketing 
costs of the co-operative selling agen- 
cies in Chicago, Kansas City and Fort 
Worth average 2.4 per cent of the 
terminal selling price. The markets 
included being different, the two sets of 
results are not comparable. 

No good data are available on costs 
in the local markets. The local ex- 
penses of all the livestock shipped by 
146 Minnesota livestock shipping as- 
sociations in 1917 were 9.5 cents per 
hundredweight, as compared with 19.6 
cents per hundredweight in the central 
market. In 1919, the local costs had 
risen to 12.0 cents per hundredweight. 

The Commission of Agricultural 
Inquiry divided the dollar spent by the 
consumer for fresh beef in 1920-21 as 
follows: middlemen (retailers and ter- 
minal market, and not including local 
market) 26.5 cents; packers, 5.8 cents; 
transportation of livestock, 3.6 cents; 
shippers, 67.7 cents. For 1912-13, the 
cornmparable figures were: middlemen, 
14.8 cents; packers, — 7.5 cents; trans- 
portation of livestock, 2.6 cents; ship- 
pers, 90.1 cents. The amount assigned 
to the packer is the excess of his margin 
on the beef over the value of the hide 
and other by-products. Thus, im 
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1912-13, the by-products sold for 7.5 
cents more than the packer’s margin 
on the beef. 

The studies of the U. S. Department 
of Agriculture assign to the middlemen 
(country buyers and city distributors) 
for the year 1922-23, the following 
portions of "he consumer’s dollar: 
Maine potatoes, 66 cents; Minnesota 
potatoes, 76 cents; Wisconsin potatoes, 
71 cents; Michigan potatoes, 78 cents; 
southern potatoes, 70 cents. 

A special study made by the New 
England Research Council on Maine 
potatoes sold in Boston in 1920-21 
assigns 25 cents in every dollar of the 
consumer to the retailer, 6 cents to the 
jobber, 6 cents to the wholesaler, and 
5 cents to the country dealer (trans- 
portation omitted). 

The costs of 72 local potato ware- 
houses in Minnesota in 1922-23 aver- 
aged 21.3 cents per hundredweight, 
this including cost of sacks and also a 
considerable amount of direct selling 
in carlots. 

The New England Research Coun- 
cils study of Connecticut Valley 
onions marketed in Boston assigns 
58 cents in each dollar of the consumer 
to the retailer, 8 cents to the jobber 
and wholesaler, and 9 cents to the 
country dealer (transportation omit- 
ted). 
The California Fruit Grower’s Ex- 
change divides the consumer’s dollar 
spent for oranges in 1920-21 as follows: 
middlemen (wholesaler and retailers), 
85.4 cents; transportation, 21.5 cents; 
harvesting, packing and selling by the 
Exchange, 12.4 cents; grower, 30.7 
cents. 

The foregoing is a fair sample of the 
sort of data which are available, and 
from it we may judge the value of the 
whole. 
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The Extent of Co-operative Marketing Among Farmers 
Today and the Results Secured by Co-operative 
Associations 


By Bensamin H. HIBBARD 


$ University of Wisconsin 


HE growth of co-operative market- 

ing in the United States during 
recent years is noteworthy. Beginning 
soon after the close of the Civil War 
co-operative marketing has had a 
rather checkered career. For about 
thirty years, ending in 1901, co-opera- 
tion was strictly in the experimental 
stage. The greater part of the devel- 
opment, such as there was, came from 
the Grange or Farmer Alliance inspira- 
tion. So far as number of companies 
was concerned there was a considerable 
showing made during these years, and 
in not a few instances the results were 
gratifying. ‘The real trouble was a 
lack of acquaintanceship with the 
working principles of co-operation. 
Almost anything embodying the shar- 
ing of profits among a group bent on 
effecting savings will work so long as 
the enthusiasm is at its height. All 
manner of gaps in the way of business 
weaknesses may be bridged tempo- 
rarily by the combined efforts of the 
-interested parties. In the early co- 
operative undertakings there was no 
uniformity as to the ownership of 
stock; no adequate provisions for 
paying dividends on any basis other 
than that of stock owned; no plan of 
voting except on the basis of stock. 
In short the co-operative companies 
were nothing other than corporations, 
the stock of which was mainly in the 
hands of farmers. 
Ç Furthermore, the co-operative com- 
panies of this early period in almost no 


—instances had any business connection 
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either adequate or safe from the stand- 
point of their aspirations and attain- 
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ments. Almost all of the companies 
established by farmers before 1901 were 
strictly local in their scope of operation. 
They were able when things went well 
to effect local savings in buying or 
selling, but they seldom or never 
developed any considerable amount of 
bargaining power, either by way of 
finding the best available market at 
the time, spreading sales over a season, 
or standardizing goods. It is, there- 
fore, not surprising to learn that out 
of 5,800 farmers’ companies reporting 
to the Bureau of Agricultura] Econom- 
ics the year of origin, but 8.6 per cent 
dated back of 1901. The greater 
share of all those which did report 
having had a beginning in this early 
period were dairy organizations, prin- 
cipally co-operative creameries and 
cheese factories. In both of these 
early types there was a minimum of 
co-operation present, yet it is altogether 
a mistake to suppose that the co- 
operation involved in these undertak- 
ings was not genuine or important. 
It was both. 

During the second period, 1902 to 
1911 inclusive, co-operation made a dis- 
tinct growth, yet only a fifth of the 5,- 
800 co-operatives date their beginnings 
during these years. The dairy organ- 
izations continued to increase, but the 
larger numbers added to the lists con- 
sisted of grain companies. These com- 
panies were substantially all local, 
held together by loose state organiza- 
tions. The local comparies did their 
own buying and selling as best they 
could. Hence, local evils were about 
all they were in a position to attack: 
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However, the’ circumstances were such 
that a great deal of coherence was 
developed by these companies. They 
learned, and part of them practised, 
rational methods of distributing the 
profits, better called- savings, and the 
patronage dividend became prevalent. 

In the third period, 1912 to 1921 
inclusive, co-operation grew by leaps 
and bounds. There was a great in- 
crease in the isolated local companies, 
a great growth in companies with some 
form of federation, or at least of com- 
panies centering their trade in some 
common agency, as livestock shipping 
companies, mainly local, but with a 
co-operative commission firm to which 
shipments might be made. Highly 
centralized co-operatives also began to 
make their appearance. About a fifth 
(20.8 per cent} of the 5,800 companies 
began doing business during this 
period. 

The time of most rapid development 
of co-operation, both in the number 
of companies organized and in the 
amount of business transacted, was 
from 1912 to 1921. Almost two-thirds 
of the 5,800 companies (65.8 per cent) 
concerning which the facts are available 
began during this period. The out- 
standing development in these ten 
years was in an expansion of the grain, 
fruit and vegetable, and especially the 
livestock marketing companies. In 
type there was a pronounced swing 
toward something more effective than 
the local group. The federation and 
the centralized plan both grew rapidly. 
The amount of busmess handled in- 
creased more rapidly than the numbers 
of the companies or the total member- 
ship. Such commodities as tobacco 
and cotton contributed greatly to the 
volume of business. 

Since 1921, the growth of co-opera- 
tive organization has been less rapid; 
only 5.8 per cent of the companies on 
which this analysis is based came into 
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existence during the two years 1922 
and 1928. The year 1923 was the 
lowest in twenty years with respect to 
new companies. Possibly the time has 
come for a smaller increase in mere 
numbers of new co-operative compa- 
nies, the field, being occupied by those 
already established. However, this 
explanation hardly seems adequate in 
view of the vast amount of produce 
still marketed along old lines, and 
especially in view of the dissatisfaction 
felt respecting this method of market- 
ing. Whatever the explanation there 
is apparently a halt in the movement 
toward more marketing companies 
established by farmers, though the 
amount of marketing co-operatively 
is still on the increase. This would 
indicate that the companies already in 
the field are holding their own. 


Saes VALUES 


The Census Bureau in 1920, for the 
first time, included in its schedule of 
questions an inquiry as to the number 
of farmers belonging to co-operative 
companies, and the amount of business, 
expressed in dollars, transacted. It 
was found that just about ten (9.7) 
per cent of all farmers belonged to 
marketing or purchasing companies. 
The business done by these members 


in 1919 amounted, according to the 


reports, to $721,000,000 of sales. and 
$85,000,000 in purchases. Per member 
the sales equalled $1,400, the purchases 
$260. Thus the bulk of the co- 
operative work consists in selling farm 
produce, the sales being over five 
times as great as the purchases. There 
were, of course, many purchases and 
sales made co-operatively through 
informal associations and not here 
reported, since the inquiry pertained 
to membership in companies and the 
business done through them. Prob- 
ably there is a considerable percentage 
of error in the reports, but they have 
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a real value, nevertheless, especially on 
the assumption that the inquiry will 
be repeated in future censuses, in 
which case, in spite of errors, trends 
will be discernible. 

The Bureau ‘of Agricultural Eco- 
nomics has estimated the amount of 
business done by farmers’ companies 
in 1928 at more than two billion dollars. 
This is almost two and a half times the 
amount reported by the census for the 
year 1919. While the increase in 
business had been very great it is not 
probable that there actually was any 
such growth during the four years as 
these figures suggest. The Bureau of 
Agricultural Economics is without 
doubt the better authority. 

The importance of the two billion 
dollar business may be appreciated 
best by comparing it with the totals 
involved in farmers’ transactions. ‘The 
aggregate value of crops and livestock 
products for 1923 was $16,000,000,000, 
from which $4,000,000,000, the value of 
crops fed, should be substracted in 
order to give the net products, $12,000,- 
000,000. From this it will appear that 
the $2,000,000,000 (the amount of the 
purchases, $50,000,000, is negligible) 
co-operative business represents a sixth 
of the value of all products. In 
actual sales the co-operative business 


~should be well over a sixth, since a 


considerable amount of the produce is 
sold at home without entering into the 
market at all. Thus the co-operative 
sales of nearly two billion dollars 
would represent not merely a sixth of 
the farmers’ sales for the year but 
more likely a fifth. 

It must be noted that in these co- 
operative sales there is involved every 
degree of co-operation from the least 
to the greatest. There is the small 
local creamery, cheese factory, potato 
warehouse, or “egg circle” doing 
perhaps nothing beyond assembling 
goods and performing some simple 
operation upon them in the way of 
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manufacture or grading, after which 
they are sent,to the general market. 
Moreover there may be, and is, every 
sort of organization from the most 
informal to the most elaborate. Off- 
cers are paid all the way from nothing 
at all to high salaries. The goods 
handled may constitute an insignificant 
proportion of the whole supply up 
to three-quarters or four-fifths. In 
the case of the insignificant amounts 
such as are handled by a local elevator, 
creamery, or cheese factory, there is no 
effort at influencing the market itself, 
no such idea as “feeding” the market. 
On the contrary each unit sells when 
it sees fit, or when it can, just as does 
an isolated competitive unit of the 
usual type. 

Large co-operative units controlling 
fifty, sixty or seventy-five per cent 
of the goods of a given kind take on 
some of the attributes of big business, 
study the market and decide when it is 
presumably best to make sales. The 
great majority of the co-operative 
companies are engagec in handling 
single commodities as the main con- 
sideration with others clustered about 
them as convenience suggests. Thus 
creameries occasionally handle eggs, 
elevator companies very frequently 
deal in seeds, twine, coal and salt. 
On the other hand, very few co-opera- 
tive companies handle unrelated lines 
of produce simply because it is pro- 
duced in the same general territory, 
or by a single group of farmers. It 
has been recognized for many years 
that one central line of interest is 
necessary in order to promote co- 
herence. 


PROGRESS 


Judged by the amount of transac- 
tions in terms of dollars, over three- 
fourths of the co-operative business 
is done in the handling of grain, dairy 
products, livestock, fruits and vege- 
tables. Following these come tobacco, 
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and cotton, all others being of minor 
importance. Grain marketing ranking 
first in value of produce handled, 
number of companies in existence, 
and membership, has made little 
progress beyond the local elevators 
established some twenty years ago for 
the primary purpose of correcting local 
evils. Certain other evils of a deeper 
nature were recognized but little or 
nothing done toward remedying them. 
A farmer-owned grain exchange was 
started in Minneapolis m 1908, and 
later moved to St. Paul. This com- 
pany, not really an exchange, did a 
commission business involving some 
ten or fifteen million bushels of grain, 
but with indifferent and varied success. 
It is now in the hands of a receiver. 
A very ambitious program was recently 
launched by the American Farm 
Bureau Federation under the title, 
United States Grain Growers, In- 
corporated. The plan was designed to 
create a highly centralized organization 
with facilities for holdiig grain off the 
market and thereby influencing the 
price. It was a conspicuous example 
of organizing from the top down, the 
plan being made, not out of experience, 
but created as an ideal and imposed on 
the units below in finished form. It 
failed. In this connection may be 
mentioned the state-owned mill and 
elevator at Grand Forks, North Da- 
kota. While not co-operative it is the 
result of a farmer uprising, the purpose 
being to do business im the interest of 
the farmer, outside of the regular 
trade. 

While the amount of business in the 
grain trade done co-operatively is close 
to half a billion dollars, involving 
$82,000 farmers, the grain trade is still 
mainly in private hands. A recent 
attempt to carry the grain marketing a 
step farther has been made in the 
creation of pools, state-wide as a rule, 
handling some few million bushels of 
grain each. It has been, and still is, 
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the plan to increase the number and 
size of these pools and eventually 
unite them into a national pool of 
sufficient size to exercise price-making 
power. At present the prospect of 
such an outcome is not very flattering. 
The expenses of the pools have been 
higher than fas expected and some of 


them are winding up their affairs. 


Next on the list in the matter of sales ^ 


comes dairy products. This is prob- 
ably the oldest line of co-operation 
among American farmers. Instances 
of co-operation of this kind have been 
known for over half a century. As in 
grain marketing the main part of the 
dairy co-operation has been local. 
It was a feasible means of getting butter 
and cheese made, and so far as selling 
was concerned it was at least a good 
step ahead of the methods which it 
replaced. At present there are federa- 
tions of co-operative creameries oper- 
ating in at least three states, Minnesota, 
Wisconsin and Michigan. While these 
organizations are in their infancy they 
have excellent possibilities. That farm- 
ers can profitably carry their dairy 
products farther into the market is 
certain. : An outstanding example of 
federation in the dairy field is found in 
the marketing of cheese. The Wiscon- 
sin Cheese Producers’ Federation is 
handling 25,000,000 pounds of cheese 
per year; a similar though smaller 
federation is operating in Oregon; and 


S 


nd 


another one is in process of organizing ~ 


in the foreign cheese district of Wiscon- 
sin, ‘These are important undertak- 
ings, yet the aggregate amount of 
cheese handled by the two federations 
now in operation is less than a tenth of 
the total amount forthe country. The 
importance of the work of companies 
such as these is likely to outrun entirely 
the proportional share of the business 


to be done within the field. The 


steadying influence on the market; the 
feeling on the part of those concerned 
that they are getting all the circum- 







stances will afford; the ease with which 
the co-operative business already un- 
der way may be expanded on occasion; 
all these give to the work of a co- 
operative company a significance be- 
yond what it might seem to possess. 

In the sale of milk co-operation has 
made much headway, agd as a result 
there is some measure of co-operation 
at work in the bargaining of producers 
with distributors in and around most 
of the larger cities of the country. 
The total values mount rapidly in this 
line of business, not infrequently 
reaching $5,000,000, or $10,000,000 per 
“ity. While this is true, the degree 
of contro] attained by the farmers over 
the milk market is with few exceptions 
not great. The price is sensitive with 
respect to supply while the means of 
managing the supply are in most cases 
not adequate. and of controlling the 
output in the interest of price almost 
nothing. In this field co-operation is 
a means of getting what milk is worth 
in view of its alternative uses, whereas 
without co-operation there is a strong 
tendency toward inflexibility in prices 
with the farmer relatively at a dis- 
advantage. 

The most rapid rise of any type of 
co-operation is in connection with the 
marketing of livestock. Throughout 
the Middle West local livestock com- 
panies are found in great numbers, 
four, six or eight hundred per state. 
Livestock commission companies are 
operating at all the leading centers. 
This permits the co-operative handlmg 
of stock from the farm to the door of 
the packing house. The reports made 
by local companies indicate important 
savings. At the packing centers the 
co-operative commission organizations 
are able to return approximately half 
of the commission fees to the members. 
This aggregates millions of dollars but 
relatively is not very much, ihe total 
commission charges not amounting to 
any considerable share of the value of 
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the stock. Some ten years ego a 
widespread movement toward the own- 
ership of packing plants by farmers 
was started. Almost without excep- 
tion these ventures were failures. 
Hardly any of them are running as co- 
operative plants now and for the most 
part no important part of the capital 
subscribed was returned to the farmers 
at the time of winding up the business. 
While the co-operative packing plants 
have failed, the shipping of livestock 
co-operatively seems to have made a 
place for itself, and is likely to stay. 
Fourth on the list in number of 
associations, but third in point of 
value of produce sold, ecme the fruit 
and vegetable companies. Here, more 
than in any other line, the success of 
co-operation grew out of dire necessity. 
The greatest of the fruit co-operatives 
are in the West. The distance from 
market; the perishable nature of the 
product; the tendency of markets to 
become glutted; all these conditions 
spelled disaster to the fruit grower un- 
der the conditions of twenty-five to 
thirty years ago. The most feasible 
way out of the difficulty seemed to be 
by way of co-operation. The success 
has been pronounced. Order and sys- 
tem have been introduced where 
before they were lacking and fruit has 
been made to pay where on the old 
haphazard method of operation it 
meant ruin. Almost a thousand fruit 
and vegetable companies report a 
business of over a quarter of a billion 
dollars a year. 
Next in order of business done come 
tobacco and cotton. Both of these 
organizations are comparatively re- 
cent, and the amount of business done 
large. The claims concerning increase 
in price due to these companies are 
the most extravagant of any. No 
doubt there have been gains of genuine 
importance due to the co-operative 
handling of these crops. There was a 
wide gap between the prices received 
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by many tobacco end cotton growers 
end the wholesale price obtained soon 
after the first sale. Co-operation has 
resulted in giving to each a price 
corresponding to the quality of his 
product. A good observer of cotton 
marketing estimated in 1998 that the 
pooling resulted in an increase of two 
cents a pound over what would prob- 
ably have been obtained without the 
pool. Less than a tenth of the cotton 
was sold through state pools. What- 
ever the facts may be as to the influence 
of the co-operatives on the price of 
cotton, it must not be forgotten that 
the crops for the years 1921, 1922 and 
1928 were the shortest in a quarter 
century, not only in the United States, 
but for the world. The shrunken 
supply must have had something to do 
with the increase in price. Not far 
from half of the tobacco of the country 
has been sold during the past few 
years through co-operative companies. 
The claims of having doubled the 
price of tobacco is absurd. On the 
other hand, the marketing methods 
had been of the haphazard sort. 
Systematizing it meant bringing the 
unfortunately low figures up so as to 
make a reasonable, and a higher, 
average. There is no criterion by 
which to judge the increase in price 
of tobacco due to co-operation. It 
is, however, a significant amount. 


BENEFITS 


As noted above, incidentally there 
is a wide difference of opinion with 
respect to the benefits of co-operation. 
In most instances the measure of the 
advantage is difficult. Especially 1s 
this true where the co-operative com- 
pany controls a large part of the com- 
modity at any given market. In a 
case of this kind there is no definite 
comparison with what the goods would 
have brought without co-operation. 
On the other hand, a local co-operative, 
such as an elevator or creamery, can 
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show unmistakable evidence of gains 
and losses due to co-operation since the 
market in general has not been dis- 
turbed. This is no argument in favor 
of local co-operation as compared with 
a wider application of the principle. 
Still it is true that a local livestock 
shipping ass@ciation may be able to 
compute its gains with accuracy, since 
the margins which would have been 
taken by private buyers are known, 
while the work of a co-operative com- 
mission company may show less defi- 
niteness as to advantage. The com- 


in which case its gains or losses 





$ 


mission company may conceivably 
become a factor at the terminal market, 4 


problematical. At the same time the 


inferences may be convincing. No, 


one doubts that the cranberry growers 
get more for the fruit through the 
co-operative sales than could otherwise 
be obtained. Neither is there doubt 
that the fruit growers of the West get 
more. How much more is a question 
admitting of no exact answer. 

In general, it may be said that the 
marketing services may be performed 
more economically through co-opera- 
tion than through private hands in all 
cases in which the produce is not well 
graded and standardized in a way 
comprehended by the sellers. Where 
grades are easily recognized local 
competitive buying is likely to result 


tf 


a 


in a reasonably high price in relation © 


to central market prices. This is true 
of choice fat stock. It is in connection 
with the stock not so easily classified 
that the savings through co-operation 
are oftenest made. Closely akin to the 
question of grades and standards is that 
of quantity. With few exceptions the 
seller with but a small amount of 
produce is at a disadvantage. This is 
the case with a large proportion of the 
midwestern wool growers. They have 
small clips of wool and therefore do not 
attract effective buyers capable of 
developing a satisfactory local market. 


«4 
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Hence the wool pools report, and show 
evidence of, important gains in price. 
Cotton and tobacco fall into the same 
class. The bulk of the sales are made 
by small growers who are in themselves 
weak bargainers. As a matter of fact 
the same situation obtains in mest farm 
selling. Farming is a b&siness of small 
units. Grain, cotton, livestock, but- 
ter, milk and fruit are each produced 
by millions of farmers. Merchants 
and manufacturers do business on 
large enough scales to permit the 
employment of expert purchasers and 
salesmen. The only method by which 
this situation may be matched by the 
farmers is through co-operation, the 
larger group thus developed having 
enough volume of business to warrant 
the employment of competent agencies 
for transacting business. 

In view of the foregoing discussion 
it seems safe to say that the importance 
of the co-operative business done by 
farmers i3 quite beyond the propor- 
tional quantity of the transactions. 
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Co-operative companieg have great 
possibilities in the way of education of 
members. The market ceases to be 
an unknown, unexplored, territory 
peopled by monsters, and becomes 
rather a route or highway, more or less 
direct, more or less perfect. Ac- 
quaintance with the route results in 
intelligent attempts at betterment, 
whereas ignorance concerning it is 
prolific of both criticisms and schemes 
mainly not pertinent. The organiza- 
tion of new companies while at a low 
ebb during the last year or two is by 
no means ended. The amount of 
business done co-operatively is on the 
increase and is not merely likely to 
continue to increase; it is sure to do so. 
The companies in existence are doing a 
larger business from year to year. 
The membership is increasing. The 
failures are growing fewer. 

The following table gives the leading 
facts for 8,313 associations which 
reported to the Bureau of Agricultural 
Economics in 1928: 





Associations Estimated Business 
Type cf Association 
Number | Per Cent Amount 
Selling: 
Gran cour cege wail Pee eae ates 81 3 $490,000,000 28.8 
Dairy products. .... 2 wo... cece ee eee ee 22.1 $00,000,000 17.6 
Livestock oo oie cd eine EE a 14 2 220,000,000 12.9 
Fruits and ates re eee eee 11 ð 280,000,000 16 & 
Molterer eteo ea ewes eee E 11 3,000,000 2 
Cotton........ F .9 100,000,000 59 
Nath db tees * wee oe See Bates 6 12,000,000 T 
Poultry.. a.na .eeeeeeeee ee 5 18,000,000 1.1 
Forage. ....... oann. 2 2,000,000 ct 
Tobacco . ... ..... 2 182,000,000 78 
Genera] selling * . . ...... ek paraso 4 92,000,000 54 
Miscellaneous t. .... .. 7 4,000,000 2 
Buying: 

Merchandise (stores)... 6... sae uaaa 32,000,000 19 
Miscellaneous buying. .............04- 15,000,000 9 

OUR vg waa eaaie i ae e e wee aes ae $1,700,000,000 100 0 





* Selling small quantities of a large number of commodities. 
t Broomcorn, maple products, honey, cane syrup, forest products, ete, 


Financial Gains of Marketing Successfully Through 
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O-OPERATIVE marketing organ- 

ization is a very useful instru- 
ment for farmers. It enables a group 
of producers to secure more practical 
information and to act more intelli- 
gently in its use than is possible for 
the unorganized. It is not, however, 
a means of guaranteeing profits to 
anyone, nor of changing bankrupt 
agriculture suddenly into a profitable 
industry. Co-operation is a slow- 
working, evolutionary process of lead- 
ing men to and through the doorway 
of organized endeavor as a means of 
solving difficult problems. For those 
who have stubbornly persisted in apply- 
ing sound economic or business prin- 
ciples in their' co-operative endeavor, 
there have been decidedly worthwhile 
results. 

According to the experience and 
judgment of the old and well-estab- 
lished co-operative companies, there 
are eight principal kinds of co-operative 
benefits. These in turn are charac- 
terized as tangible and intangible. 
Those benefits which are subject to 
actual finencial measurement are tan- 
gible. They stand in contrast with 
those which are intangible, owing to 
the difficulty of measuring them defi- 
nitely in dollars and cents. Briefly 
stated, according to the foregoing 
classification, these eight proved bene- 
fits of successful co-operative market- 
ing are: 

I. TANGIBLE oR FINANCIAL 
BENEFITS 


1. Gives farmers the profits of 
marketing that ordinarily flow 
to middlemen. 


2. Reducesg costs of marketing so ` 


far as practicable. 


8. Improves old and devises new 
standards of marketing service. 


II. INTANGIBLE OR NoON-FINANCLAL 
BENEFITS 


1. Readjusts standards of produc- 
tion. 


' 
l ` 
4 


~, 


2. Establishes farmer confidence in— ` 


the marketing mechanism. 


8. Gives farmers conviction that 
products are marketed in the 
most efficient way possible. 


4. Stimulates and develops an agri- 
cultural leadership. 


. Helps to make marketing efficient 
farming profitable, and living 
worthwhile. 


Of these eight benefits, the first 
group alone is the object of discussion 
in this presentation. All of these 
beneficial results of marketing co- 
operatively obviously have not been 
obtained by every farmers’ organiza- 
tion nor have they all been realized 
by any company. Yet this classifica- 
tion brings together the actual gains 
of one kind or another for which the 
co-operative movement is chief spon- 
sor. Every marketing organization 
has within it the possibility of bringing 
to its members most or even all of 
these advantages. That this is the 
case has been repeatedly demonstrated 
in the practical experiences of many 
co-operative companies. 

It is the purpose of this presenta- 
tion to point out some of the more 
reliable and definite facts which give 
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~ instead of any profit. 


GAINS OF MARKETING SUCCESSFULLY THorovuGH Co-0PERATION 


an idea of the size and importance of 
the financial gain of successful co- 
operative marketing organizations. 
These tangible or financial advantages 
are not more important than the less 
tangible or non-financial advantages. 
They are however of much greater 
appeal to a group whole urgent need 
is the winning of an immediate profit. 


CO-OPERATION GtvEs Irs PROFITS 
TO FARMER 


The farmers’ enthusiasm for co- 
operation has been due in large meas- 
ure to his belief that the middleman’s 
rate of net profit was very high and 
represented a goodly portion of the 
consumer’s dollar. Whatever this 
profit might be, the farmer has known 
that his co-operative company would 
transfer it from middlemen to himself. 
Assuming it to be large and also re- 
coverable by co-operation, it is no 
wonder that farmers have come to 
look upon organization as the path- 
way for speedy movement out of their 
difficulties. 

Co-operation as a form of business 
organization definitely gives its profits 
to its farmer owners and members. 
If reasonably efficient as an operating 
company in comparison with other 
competing organizations, the co-opera- 
`~ tive enterprise is destined to make the 
usual margin of net returns. While 
these returns vary greatly in both 
rate and amount from year to year, 
they average over a period of time 
only a modest figure. For the most 
efficient organizations, only a few in 
number, profits of large and attractive 
size are made. But for the relatively 
inefficient, and this class includes the 
mass of middlemen, either very slight 
profit or none at all is made. The 
lower limit is, of course, a net loss 
The upper 
limit is uncertain, but for ferm prod- 
ucts seldom exceeds 12 cents out of 
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the dollar of sales or 1Q0 per cent on 
the paid-up capital. 


ORDINARY Rate or MARKETING 
Prorit SMALL 


Investigations have repeatedly 
shown that the bulk of farm products 
yield much smaller profits than is 
popularly supposed. A common rate 
of profit is from one to four cents per 
dollar of sales of staple articles like 
livestock products, flour or butter. 
These profits yield from six to thirty 
per cent on the capital, according to 
the efficiency of the business manage- 
ment. In contrast with these rates 
of profit in the marketing of goods 
subject to continuous or fairly frequent 
turnover are those products which, 
like the canned pea, are handled by 
concerns highly seasonal in operation 
and subject toa single turnover. Such 
companies have received for a con- 
siderable part of the industry in a 
single favorable year as much as 11.5 
cents per dollar of sales. This was 
equivalent, for the more efficient 
factories, to as much as 100 per cent 
upon the invested capital. It is to 
be emphasized, however, that where 
the rate of profit seems excessive, it 
is usually earned upon exceptional 
commodities in abnormal cases or 
else in connection with business where 
the turnover is very slow. 

It is these profits, regardless of size, 
that the co-operative marketing organ- 
ization stands its chance of making. 
If efficient enough to win profits 
against the competition of other busi- 
ness organizations, there is no question 
a3 to who will receive them. They 
will go to the farmer owners of the 
co-operative company instead of going, 
as formerly, to the owners of the private 
marketing system. It is the promise 
of this result that has been the greatest 
lure to draw farmers into co-operative 
endeavor. No motto or argument in 
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promotion hag been more widely used 
than this to win membership and prod- 
uct for the co-operative machine. 


Prorir Least Important Co- 
OPERATIVE BENEFIT 


Yet, important as marketing profits 
may appear to the farmer, they are 
about the least important of all of the 
benefits which succesful co-operation 
is able to confer upon its members. 
- Profits differ in amount from year to 
year. They increase, decrease or 
vanish according to the relative effi- 
ciency of the company in contrast with 
its competitors. Thus, while profits 
may disappear in a year of price defla- 
tion and by their very disappearance 
seer to prove to the co-operator who 
co-operates for profit only that, his or- 
ganization is a failure, it should be 
remembered that most of the real 
reasons for co-operating are still valid. 
To obtain the usual margin of mar- 
keting profit is an insignificant rea- 
son for co-operating, in comparison 
with the seven other kinds of benefits 
flowing from successful co-operative 
effort. 

Perhaps one great reason for the 
short-lived characteristic of co-opera~- 
tive companies is that membership 
has grown up on the trivial foundation 
that profit-winning was its chief aim 
and only justification. Then when 
profits were made and distributed as 
patronage dividends in the usual 
abundance of a few cents per dollar 
of sales, the farmer was justly dis- 
appointed. To be won to a large 
program by the appeal of an assumed 
reward of real proportions, which 
turned out to be fleeting i in character 
and insignificant in size, is the experi- 
ence of thousands of farmers. This 
is the great danger of using popular 
appeels to enlist support for move- 
ments that must, if they are to be 
successful, be founded upon a deeper 
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understanding and a more substantial 
and lasting type of benefits. 


Co-OPERATION Renuces MARKETING 
Costs 


The farmers’ interest in marketing 
profits is inspired by a belief that their 
size greatly #@duces the farm price 
receivable for commodities. This is 
a perfectly logical mistake. Since 
middlemen are assumed to be non- 
productive, to be stationed strategi- 
cally for the levy of toll upon all that 
the farmer produces, it is readily 
understandable how farmers almost 
universally have gained the idea that 
the marketing margin or gross profit 
of middlemen represented an equiva- 
lent figure of net profit. Numerous 
investigations, however, have shown 
what the middleman does, what it 
costs him to market farm products, 
and the size of his net profits. From 
these inquiries it is definitely known 
that the actual costs of doing the work 
of marketing amount to many times 
the size of net profit. In fact, most 
of the difference between the prices 
received by farmers and those paid by 
consumers represent expenses. Only 
a small part is actual net profit. 

The farmer has much more to gain 
by co-operation to reduce the costs of 
marketing than in co-operating to 
obtain the middleman’s profit. If it 
is justifiable to co-operate to secure 
the usual profits, it is much more 
worth while to co-operate to render 
marketing services at less expense. 
This is clearly demonstrated by the 
experience of many co-operative in- 
stitutions, whether they are handling 
livestock, grain, citrus fruits, nuts or 
cheese. 

In the livestock marketing business, 
for example, one important middle- 
man service is performed by the com- 
mission firm. All, or at least most, of 
these firms on a given market hold 
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membership in a trade organization 
commonly designated as a livestock 
exchange. To establish stability in 
the competitive standards so far as 
this is possible, and to give customers 
reasonable protection against the un- 
fair competition that would come from 
a fluctuating commidfion rate, the 
livestock exchange fixes a definite 
commission to be charged alike by 
all of its members. The rate or size 
of the commission is determined on 
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livestock commission firms. In its 
seven years of successful history it has 
sold over $155,800,000 worth of live- 
stock. The commissions amounted 
to $1,483,745, of which expenses re- 
quired only $624,888 or about 42 per 
cent, leaving $859,862 or almost 58 
per cent as the savings for the farmer 
owners. 

The point of most significance in 
this particular ilustration (brought 
out in Table I) is that, as the volume 


TABLE J—Cosr Repvorion BY A Co-operative Livestock COMMISSION SYSTEM 







































Year Value of Total 
Livestock Sold Commissions In In 
Expense Savings 
IDIF ooa wo $5,148,284 2,186 $26,781 $14,877 55 5 44.6 
1918.. 2... 18,951,140 6,916 93,474 50,844 53.9 46 1 
1919....... 26,669,551 9,446 141,887 81,500 57 4 42.6 
1920.. .... 21,660,539 9,847 157,611 72,772 46.2 58 8 
1921. .... 20,248,188 14,8838 264,504 100,779 41.5 58.5 
1922. 27,883,516 19,962 830,584 124,436 37.7 62.8 
1928. ..... 35,810,519 28,552 468,954 170,175 36.3 63 7 
Total. 3155,811,687 91,742 | $1,483,745 $624,383 42.1 57.9 











the reasoning that it should be suff- 
cient to permit the existing commis- 
sion firms to continue operations. In 
. other words, the membership votes 
to fix a commission high enough to 
justify the continued operation of the 
majority of its supporters. Inquiry 
shows that under these rules there are 
always some of the firms which make 
no profits because the commission is 
not large enough, when taken upon 
their volumes of business, to meet 
the costs of operation. It is in just 
such a circumstance as this that the 
co-operative plan successfully applied 
demonstrates its worth in reducing 
the costs of operation. An illustration 
of this is had in the experience of one 
of the older systems of co-operative 


of business was expanded, the costs of 
running the commission firm decreased. 
Thus with 2,186 cars that sold for up- 
wards of 85,148,000 in 1917, the ex- 
penses amounted to 55.5 per cent of 
the commissions. In 1922 after the 
business had grown to over 28,500 
cars which sold for more than $85,800,- 
000, the costs of operation had fallen 
to 36.3 per cent of the commissions 
received. Experiences of this kind 
demonstrate that, under the private 
marketing system, companies with a 
business of the most economical size 
have not been doing ail of the market- 
ing work for livestock farmers and 
that there is consequently much to be 
gained by using co-operation to force 
consolidation. Two results are thus 
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gained, one being the savings above 
noted and the other the reduction of 
commission rates. Already the com- 
mission sales rates have fallen in at 
least one market,’ due to the pressure 
of competition between large-scale 
co-operative firms and equally large 
private houses. 


(1) Reduces Cost in Grain Commission 
Sales 


In the grain industry the ability of 
successful co-operation to reduce oper- 
ating costs is more outstanding than 
that of livestock commission firms. 
The grain exchanges, like the livestock 
exchanges, determine upon a fixed 
rate of commission to be charged by 
all members. The Saskatchewan Co- 
operative Elevator Company, Ltd., 
as a member of the Winnipeg Grain 
Exchange, was required to charge the 
regular 1 cent per bushel commission 
for selling 19,449,000 bushels of grain.? 

Having developed a large-scale co- 
operative business, its cost of operating 
the commission sale of grain was re- 
duced to .21 cents per bushel.’ Thus 
in contrast with the private sales system 
requiring a commission of 1 cent, the 
co-operative organization was able to 
effect economies through increased 
volume of business which resulted in 
the reduction of cost to substantially 
one-fifth of the margin taken by 
private firms. Computed on the basis 
of its $508,116 of paid-up capital,‘ these 
cost reductions amounted to an equiv- 
alent of more than 30 per cent profit, 


1 Instance of commission rate reduction by 
the Central Co-operative Commission Associa- 
tion of South St. Paul, Minn. 

3 Province of Saskatchewan, Dept. of Agr. 
Co-operative Organization Branch, Second 
Annual Report, p. 27. 

*The Saskatchewan Co-operative Elevator 
Co. Ltd. News, April, 1916, Vol. I, No. 1, p. 6. 

‘Province of Saskatchewan, Dept. of Agr., 
Co-operative Organization Branch, Second 
Annual Report, p. 27. 
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yet they measured only .79 cents per 
bushel. 


(2) Cuts Walnut Sales Costs 


Turning to the experience of the 
California Walnut Growers’ Associa- 
tion, handling a specialty and relatively 
non-perishableg product, the same 
general result was accomplished in 
cutting down sales costs. Previous 
to 1912, before the co-operative sales 
organization was put in operation, it 
cost local associations 7.5 per cent of 
the F. O. B. value of their walnuts to 
have them sold through the usual 
coast brokers.’ By 1922 the Asso- 
ciation had reduced this charge to 
8.25 per cent of sales. Thus by its 
efficiency, it saved for farmers 66.7 
per cent of the former selling cost. 
It is this kind of saving, in this case 
4.25 cents on every dollar of goods 
sold, that emphasizes the fact that 
the ability of the successful co-opera- 
tive to reduce costs is a much greater 
argument for it than the winning of 
the usual middleman profits. 


(8) Reduced Sales Costs of Citrus In- 
dustry 


The longer experience of the Cal- 
ifornia Fruit Growers’ Exchange gives 
an even more extreme emphasis of 
the importance of co-operating to cut 
expenses. Before this sales organiza- 
tion functioned, the old-line middlemen 
charged 35 cents per box to sell citrus 
fruit.” This was approximately 17 


ë Articles of Incorporation, By-laws, Agree- 
ment and Methods of Doing Business of the 
California Walnut Growers’ Association, Re- 
vised April 80, 1918, p. 88. 

s Annual Report of the General Manager of 
the California Walnut Growers’ Association, 
June 1928, p. 4. 

7 Cumberland, W. W. Co-operative Market- 
ing, p. 186. Lloyd, J. W. Co-operative and 
Other Organized Methods of Marketing California 
Horticultural Products; Univ. of Hl. Studies 
in Social Sciences, Vol. VIII (March, 1919), 
No. 1, p. 16. 


GAINS oF MARKETING SUCCESSFULLY TrRouGH CO-OPERATION 


per cent of the value of the sales. In 
a normal year, 1921, the co-operative 
sales cost was 7 cents per box ê or only 
one-fifth of what it was before organ- 
ization. This latter figure, let it be 
emphasized, was only 2.42 per cent of 
the sales value, while the former cost 
was above 17 per cent Wf sales. Thus 
the relative cost of sales in this industry 
has been reduced to one-seventh of its 
former amount. 


(4) Dealer Profits Versus Cost Reduction 


Perhaps the best available illustra- 
tion, based on reliable statistics, to 
show the comparative importance of 
winning dealer profits and of effecting 
economies in operation, is the experi- 
ence of the Wisconsin Cheese Pro- 
ducers’ Federation. In the cheese 
industry, dealers frankly admit that 
they would be fortunate indeed to 
win a net profit of one-eighth cent a 
pound upon their entire cheese sales. 
Yet middlemen, in trying to make 
this small margin of net profit, accord- 
ing to evidence from a careful investi- 
gation in 1912, required a gross com- 
petitive margin for the industry of 
from 6.25 cents to 12.5 cents per dollar 
of sales.? On this basis it is conserva- 
tive to assume a margin of 8 cents per 
_ dollar of sales for the period preceding 

operation of the co-operative sales 
company. The anticipated middle- 
man net profit of one-eighth cent a 
pound was therefore equivalent to 1 
per cent of sales. Yet the cheese 
sales organization was able, in its ten 
years of operation, to reduce expenses 
to less than one-half their former pro- 
portion, cutting them from the figure 
of 8 per cent of sales to 3.48 per cent of 
sales. This resulted in a saving to 


8 Annual Report of the General Manager of 
the California Fruit Growers’ Exchange, 1921, 


p. 9. 
® Wisconsin Agr. Exp. Sta. Bul. 846, Marketing 
by Co-operative Sales Companies, p. 10. 
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the farmer of 4.57 cents gn each dollar’s 
worth of cheese sold. 

In ‘this case the actual cutting of 
costs amounts to more than four times 
the ordinary rate of net profit in the 
cheese business, representing 1 per 
cent of sales. The members of this 
co-operative cheese-mazketing com- 
pany would be overlooking most of 
the justification for their mutual en- 
deavor if they were content to strive 
merely to take over the ordinary rate 
of dealer profits as ‘their main object. 
It is safe to say that in every line of 
co-operative marketing the usual rate 
of profit for middlemen represents a 
much smaller source of gain to farmers 
than the savings which successful 
co-operation is able to make by re- 
ducing the costs of operation. 


CO-OPERATIVE ORGANIZATION Im- 
PROVES MARKETING SERVICE 


By far the most important source 
of financial benefits through co-opera- 
tion lies in the possibilities which co- 
operation has to improve the services 
which marketing organizations render. 
The farmer is dependent upon the 
marketing system because he cannot 
as an individual do all the work or is 
incapable of rendering all of the special- 
ized service which consumers or other 
buyers require in conrection with the 
passage of commodities from farms to 
the ultimate users. At the same time, 
a large proportion of middlemen are 
only slightly better off than the farmer 
in respect to their ability and means of 
doing this work well. Successful co- 
operation applied to the task of render- 
ing better service has accomplished 
much and will do vastly more, because 
it overcomes the weaknesses inherent in 
a condition which obliges farmers to act 
separately in their individual capacities. 

To increase the prices which farmers 
receive by enlarging the percentage 
of the consumer’s dollar that reaches 
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them is far frqm a simple problem. Co- 
operative companies have frequently 
sought to do this, but their failures 
have been the proof of its dangers and 
difficulties. Yet there are organiza- 
tions of notable success marketing 
each year an aggregate of hundreds 
of millions of dollars’ worth of farm 
products. In variety these commod- 
ities include staples and non-staples, 


perishables arid non-perishables, raw 


materials and finished articles, goods 
involving every type of problem and 
need for specialized service. 

These organizations have found that 
their operations must be designed to 
overcome the evils of individual mar- 
keting and of inefficient private market- 
ing. And because these evils are due in 
large measure to a combination of 
too small a volume of product and 
incapable management, co-operative 
effort seeks dependable patronage and 
experienced brain power. Moreover, 
a successful co-operative recognizes 
that the chief object of volume of 
business is that it may have sufficient 
work to do to justify the employment 
of the most expert and efficient market- 
ing business men that training and 
experience afford. 

The contrast between a farmer 
trying to market his products and 
the proficient marketing specialist 
doing it both for him and for a host of 
his near and distant neighbors is a 
mental vision which every co-operator 
should have. The farmer may or 
may not be a specialist at farming. 
This is the case for the reason that he 
may be confining his efforts to wheat 
growing or to milk production, either 
one a special line in agriculture, or he 
may be conducting a combination of 
mixed operations known as general 
farming. In the latter case he is not 
a specialist at farming. Instead he 
does many things instead of only one 
or a few. 
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Hf, in addition to his farm work, 
whether special or general in character, 
the farmer undertakes to market the 
output of his toil, then he ceases en- 
tirely to be a speciali in doing 
many different things in > ~ay or set 
period of time he has too Tittle of each 
to do to ome expert. Diverse 
work makes the jack-of-all-trades. 
It takes work on one thing to make a 
specialist. In this age of complication, 
successful economic effort is requiring 
more and more that work be done fast 
and well. These are the attributes of 
the specialist. The jack-of-all-trades 
works slowly and gives a poor result. 

Co-operation gains its great value 
in guaranteeing, so far as the farmer 
is concerned, that the work of market- 
ing shall be done by specialists and 
not by jacks-of-all-trades. Marketing 
breaks up into a large number of special 
tasks, The farmer with his small 
quantity of product can never hope 
to do his farm work efficiently and 
also render each of the ten marketing 
services. But joining with the requi- 
site number of other men creating 
similar farm commodities enables 
farmers by co-operating to bring 
together both large volumes of busi- 
ness and the requisite talent and ex- 
perience to improve service standards. 
In the long run, if past experience is 
any indication of the future, the most 
beneficial improvements in marketing 
service may be briefly grouped along 
four lines, as follows: 


(1) Development and use of systems 
to rigidly standardize both 
product and package. 

(2) Dependable indentification, by 
name or otherwise, of farm 
products according to quality 
so that the prices paid by con- 
sumers may make their direct 
impression upon the farm man- 
agement policies of producers. 
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(8) Effective spreading of market- 
ing risks which now burden 
farmers, a benefit made possi- 
ble by large scale co-operative 
organization. 


(4) Elimination or reduction of 
speculative mqives and poli- 
cies in the conduct of market- 
ing operations for farmers. 


Each of these accomplishments has 
been demonstrated by the-work of 
co-operatives in a number of countries. 
From these numerous cases, perhaps 
the most dependable illustration is the 
experience of a group of co-cperators 
in Oregon. More complete facts are 
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competes directly with the same variety 
of cheese from Wisconsin. It is, 
therefore, possible to read the financial 
success of this co-operative organiza- 
tion on the scale of Wisconsin cheese 
prices. During the last five years of 
its operation, it has followed all of the 
scientific merchandising principles ap- 
plicable, so far asis known, to its under- 
taking. The record of this five-year 
period, in contrast with the preceding 
period of four years, makes possible 
the careful measurement of increases 
obtained in prices. The higher prices 
gained by better services are accord- 
ingly shown in the following tabular 
presentation: 


TILLAMOOK INCREASED PRICES BY IMPROVING SERVICES 


Net Amount * Net Amount * 
Wisconsin Cheese | Tillamook Cheese | Tillamook Cheese 
Year Pounds of Price. The Base Sold Below Sold Above 
Cheese Sold of Comparison. Wisconsin Price. | Wisconsin Price. 
(Cents per pound) | (Cents per pound) | (Cents per pound) 
1915 oeaan EE 
TOG ca raa oe 
MOLT oc E sive 
MOB es Sots ee 
AEEA L. Kc, Ged Os .29 
TIO ees rauhaa 1.92 
TEA ek casas 3.04 
1922 soretes 4.45 
TIZI oe cs “ewe sues 1.18 





* Net Amount means that the difference in freight rates has been eliminated. 


available in this instance than in most 
others to measure the actual increase 
in the financial reward arising from 
co-operative service improvement. 

The Tillamook County Creamery 
Association is fifteen years old in 
marketing experience. Its volume of 
American cheese, for that is the com- 
modity handled, represents less than 
two pounds out of every 100 produced 
in the United States. In the markets 
where it is sold, Tillamook cheese 


A comparison of the first period 
when Tillamook prices were below 
Wisconsin prices with the second, 
when they were above, brings out the 
point to be emphasized. It is that 
before marketing services were im- 
proved this co-operative organization 
received 2.8 cents a pound less in the 
first period than did its Wiscon- 
sin competitors. After improving its 
services, it received during the second 
period 2.2 per pound more than the 
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price secured *by its Wisconsin com- 
petitors. This difference between the 
first and second periods amounts to 
5 cents a pound. On the basis of the 
20.94 cents average price in the first 
period, 22.90 cents in the second and 
22.86 cents for the entire nine years, 
a, 5-cent gain in price is more than one- 
fifth or upwards of 20 per cent. Cer- 
tainly a gain of this size testifies to 
the great importance of service im- 
provement. It is many times more 
worth while than either dealer profits 
or the savings made by cost reduction. 
Moreover, neither of these latter bene- 
fits are as exclusively co-operative as 
the work of improving marketing 
services. For this reason, as well as 
for the sake of the amount of actual 
financial gain, the ideal to improve 
marketing services is the outstanding 
practical object for co-operating. 
Taken together, the ordinary market- 
ing profits, the savings through lower 
operating costs, and the higher prices, 
obtained by rendering more pleasing 
and effective service, are the three. 
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proved sources of financial benefit 
through co-operation. They are the 
means of gaining the larger farm price 
which makes co-operation worth prac- 
tising. In the highly-developed, older 
co-operative systems, money rewards 
of these three kinds have been received 
in greater or fesser degree. In some 
of the matured cases, perhaps as much 
as one-quarter of the sustained price 
paid farmers: is directly the result of 
successful co-operation. That prices 
are greatly improved in these ways is 
positive. On the other hand, farm 
prices are not permanently doubled or 
trebled by co-operation. In fact, all 
who preach co-operation and leave the 
impression that it can quickly and 
permanently raise prices more than 25 
per cent should be called upon for full 
information and proof as to how their 
assurances may be brought into prac- 
tical reality. This suggestion is made 
not to belittle co-operation but rather 
to stimulate that degree of sober judg- 
ment which is required to make co-op- 
erative organizations grow and succeed. 


Possibilities and Limitations of Co-operative Marketing 


By H. E. ERDMAN 
University of California 


T should be stated at the outset that 
any discussion of theypossibilities or 
limitations of co-operative marketing 
must recognize the fact that there is a 
wide range in what may reasonably be 
expected of various organizations. Just 
what they are in any given instance 
will depend upon a number of factors 
such as the nature of the commodity, 
the degree to which private business 
has already perfected distribution of it, 
upon the degree to which people are 
trained in co-operation, and upon 
whether the co-operation considered is 
of a local or of a larger nature. 

It should also be stated at the outset 
that the possibilities as outlined may 
not necessarily soon be fully realized. 
As a matter of fact, some of them are 
beyond the range of probability for the 
immediate future, although decidedly 
within the range of possibility if sought 
by men of ability and clear vision. 
Moreover, all of them are contingent on 
good management. Following are some 
of the outstanding possibilities of suc- 
cessful co-operation: 


POSSIBILITIES OF CO-OPERATIVE 
MARKETING 

(1) Standardizing and Improving Pro- 
duction. In thinking of the possibili- 
ties of co-operative marketing, produc- 
ers are inclined to think in glittering 
generalities of things a long way off— 
“elimination of middlemen,” “price 
fixing,” “orderly marketing,” etc.,— 
little realizmg that some of the most 
potent fields for fruitful activity on the 
part of their marketing organizations 
are closely at hand. 

Among those closest at hand are the 
possibilities arising from stendardiza- 


tion of varieties and from improvement 
in production. 

Producers are usually inclined to 
object to having the management dis- 
cuss production. The management, in 
their opinion, has been hired to sell. It 
must be remembered, however, that 
the management is in a position to 
know what varieties and qualities the 
market demands and it should be ex- 
pected to point out the facts to the 
membership. The sale of radio outfits 
has curtailed the sale of phonographs; 
now the phonograph manufacturers are 
making radio outfits. Agricultural pro- 
duction must likewise be made to meet 
demand, and the larger co-operative 
associations are in a position to direct 
adjustments. 

Producers in all parts of the country 
do too much experimenting with vari- 
eties, whether of apples, chickens or 
potatoes. A survey of twenty-four 
farms in northern California disclosed 
the fact that on these twenty-four 
farms were being produced forty-two 
varieties of plums and thirty-two vari- 
eties of peaches. The manager of a 
nut marketing organization, operating 
in the same general part of the state, 
complains that he finds it extremely 
difficult to sell advantageously the nuts 
from this section because so many 
varieties must be loaded to make up 
carload lots. The resuit is that either 
markets are greatly restricted or addi- 
tional expense must be incurred for 
less than carload shipments or for con- 
centration and reloading. 

A similar situation obtains in many 
other communities and often in an 
exaggerated form on individual farms. 
Thus an apple grower in western Ohio 
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a few years ago displayed sixty-eight 
varieties of apples grown on his own 
farm. For local markets such a multi- 
plicity of varieties does not offer any 
particular sales difficulties. In fact, 
for direct marketing purposes they 
might even offer an advantage, but 
when it becomes necessary to reach 
wider markets the problem of distribu- 
tion is made vastly more complex by 
the fact that every car loaded at the 
shipping point is likely to have a large 
number of varieties and that shipment 
may have to be made in less than car- 
lots. 

The instances cited are possibly ex- 
tremes, but they indicate a general 
tendency among farmers everywhere to 
select varieties of plants or breeds of 
animals upon independent individual 
Judgment rather than upon a commun- 
ity basis. From a marketing view- 
point, however, this only splits up the 
quantity marketed at country points 
when quantities are already too small 
in most communities for efficient mar- 
keting. 

Co-operative organizaticns can do 
much to bring about standardization 
along this line by discouraging the 
production of the less desirable and by 
bringing about the general adoption of 
a few of the best breeds and varieties. 

Again, co-operative organizations 
can bring about improvement in pro- 
duction and particularly can promote 
the adoption of those practices which 
tend to make for standard quality of 
product in the community. Uniform- 
ity in time and in method cf spraying 
and pruning certain fruits makes for 
uniformity in appearance and color. 
Already in certain sections of California 
the spraying and pruning of citrus 
fruits is done by the co-operetive pack- 
ing associations, largely, it is true, on 
account of the greater efficiency thus 
obtained, but also because of the 
greater uniformity of product. For 
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similar reasons many of these associa- 
tions have also undertaken the co- 
operative picking of the fruit. 

Local co-operative creameries have 
had a difficult problem in meeting the 
competition of the large centralized 
creameries on quality. Very often 
their productghas scored higher, but 
because the quality varied from time to 
time they could not obtain as good a 
price as that obtained by the large con- 
cerns for a highly standardized but 
lower scoring product. Recently cer- 
tain groups of these creameries have 
come to recognize the advantages of 
having standardized products and have 
employed field men to work with the 
local butter makers in order to-bring 
about uniformity. 

One of the outstanding advantages 
gained by the Danish co-operative 
creameries in selling their butter on the 
English market arose from a similar 
line of action. Danish bacon offers 
even a more striking example of 
planned production. In this case it 
was discovered that the English trade 
demanded bacon from a peculiar type 
of hog. Thereupon the Danes set. 
about by organized effort to produce 
that particular type of hog.! 

(2) Standardizing and Improving 
Grade and Pack. A second outstand- 
ing possibility for co-operative market- 
ing organizations is also to be found 
near home. It consists in improving 
and standardizing grade and pack. 
Co-operative organizations, particular- 
ly the larger ones, have played an im- 
portant part in bringing about not only 
the improvement of grades but the 
standardization of grades from ship- 
ping point to shipping point and from 
time to time. Familiar exaniples of a 
high degree of standardization by co- 
operative associations are brought to 
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mind by the mere mention of “Sun- _ 


1 Chris L. Christensen, Agricultural Co-opera- 
tion in Denmark. U.S. D. A. Bul. 1266. 
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kist” oranges, ‘“Eatmore”’ cranber- 
ries, ‘‘Sun-Maid” raisins, “Diemond 
Brand” walnuts, etc. The greater the 
control of the central organization over 
the product the greater the possibility 
that a high degree of perfection may 
be reached along this line. 

In the case of product@which can be 
sorted after delivery by the producer, 
control of the local receiving house 
enables an association to put into effect 
improved grading and packing prac- 
tices on short notice. With such prod- 
ucts as berries and certain other de- 
ciduous fruits, where farmers do their 
own grading and packing, a long pro- 
gram of education may be necessary.? 

What has been said of grading may 
also be said of packing. Improved and 
standardized packaging is particularly 
important because of the fact that sale 
in the wholesale and jobbing markets is 
so frequently made by the package. 
Apples, for example, are sold by the 
barrel or by the box, lettuce by the 
crate or by the hamper, berries by the 
crate, tray or box, peaches by the box 
r `- ‘+> basket. Moreover, packages 

he same type frequently vary 
in shape by such slight grada- 
, the eye can scarcely detect 
ae certainly cannot meas- 
| All this leads to friction in 


- arketing process. Federal and 


- state legislation have done much to 


bring about improvement, and co-oper- 
ative organizations controlling sub- 
stantial portions of various products 
can do even more. 

Improving and standardizing grade 
and pack should make marketing more 
efficient by (1) raising the general 
quality of the product, (2) improving 
its carrying quality, and (8) permitting 
readier agreement between buyer and 
seller. 


2 See J. D. Black and H. B. Price, in Minn. 
Exp. Sta. Bul. 211, Co-operative Central Market 
Organizations, p. 76, 
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(8) Stabilizing Production. Stabiliz- 
ing production in agriculture is most 
difficult because first, the kiggest single 
factor in determining production in 
any one year is the uncontrollable ele- 
ment of weather, and second, because 
the decision as to how much to plant or 
how intensively to operate rests with so 
many different individuals, each acting 
independently. 

Under ordinary conditions growers of 
apples, lemons or grapes continue to 
plant so long as prices are high, in spite 
of the fact that immense acreages have 
already been planted but have not yet 
come into bearing. Governmental 
agencies have already published the 
facts, but large co-operative organiza- 
tions interested in particular commodi- 
ties skould go even further. At pres- 
ent the facts either do not reach the 
members or they are not correctly in- 
terpreted. By keeping their members 
and others thoroughly informed as to 
the prospects of over-planting or under- 
planting, it should be possible to reduce 
materially the violent fluctuations so 
prevalent in many cases today. Co- 
operative organizations can do much to 
make crop information more accurate; 
then they can do even more to dissem- 
inate the facts and still more to bring 
about intelligent action on the basis of 
the established facts, not only on the 
part of their members but on the part 
of outsiders as well. 

There has been a tendency on the 
part of many co-operatives to avoid 
this subject because of fear of attack 
under anti-trust acts, state or Federal. 
We are probably already in an area 
of saner attitude toward co-operative 
action along this line. Big business is 
being urged to avoid recurring ““booms”’ 
and “hard times.” Why should not 
organized agriculture be encouraged to 
do the same? Certainly large co- 
operative associations should have at 
their disposal the talent to show the 
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public and government officials that 
stabilization benefits the public by 
preventing the recurrence of successive 
periods of surplus and shortage.’ 

(4) Controlling Flow to Market. The 
control of rate of flow to market—often 
spoken of as “orderly marketing” —has 
many possibilities for co-operative ac- 
tion. It has, however, been overem- 
phasized. 

Orderly marketing may mean very 
different things for different commodi- 
ties. It may mean, for example, such 
an adjustment of shipments to demand 
as to put on the market throughout the 


year a fairly uniform amount each, 


month. ‘This is conceivable in the case 
of organizations marketing grain, cot- 
ton or wool. In the case of organiza- 
tions handling a commodity with a 
highly seasonable demand, it may 
simply involve a rapid movement of 
the main crop at a particular time with 
a reasonable effort to lengthen the 
season by keeping some product on the 
market at all times so as to encourage 
year-round consumption. This, for 
example, is what is being done with 
such products as cranberries, walnuts 
and almonds, all of which are holiday 
products for which the season of active 
demand can only slowly be lengthened. 
With such products as eggs, on the 
other hand, orderly marketing may 
mean taking from the market in flush 
seasons a part of the product and put- 
ting it in cold storage to be moved out 
to the market later on in the year. 
This, however, involves the taking of 
certain speculative risks. These risks 
may. however, be minimized by the 
adoption of careful sales policies. 

With an organization which controls 
a very small proportion of the product, 
the problem of orderly marketing may 
resolve itself into a problem of fore- 
casting the season’s price and then sell- 
ing a portion of the product whenever 

.* See Minn. Bul. 211, pp. 60-73, op. cit. 
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the price reaches or goes beyond this 
forecasted price. Orit may mean find- 
ing “gaps” in the market. 

The California Rice Growers’ Asso- 
ciation, for example, makes a large 
proportion of its sales on the Japanese 
market. Since, however, it controls 
but a fraction of one per cent of the 
world’s rice supply there is not the re- 
motest possibility of price control. 
What this organization does is to at- 
tempt to forecast prices and the move- 
ment of crops of other countries. 
Then it aims to get into the market 
between other crops at the best prices 
then obtainable. This, of course, im- 
volves the use of the best available 
means of forecasting prices and means 
that the management of the association 
must do what individual producers 
ordinarily do, namely, sell the product 
at such times as their judgment de- 
cides the best price may be obtained. 
Such a policy is likely to lead to trouble 
when members do not fully understand 
and approve. 

Another possibility is that of diver- 
sion of a portion of the product to other 
than the usual uses. A berry growers’ 
association, for example, arranges to 
take off the fresh fruit market any 
berries which cannot be sold at a stated 
minimum price and sells them to can- 
neries. 

Milk producers’ associations in many 
instances are using this method of regu- 
lating flow. In this case numerous 
markets are open to them—butter, 
cheese, condensed or powdered milks, 
ice cream, casein, etc. 

When there are alternative outlets it 
is only “good business” to use them 
whenever they pay better than the 
usual outlet. Whether, however, a 
surplus can profitably be disposed of at 
a lower price than may be obtained 
through regular outlets, will depend 
upon the proportion of the commodity 
under contro] of the association and 
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upon the nature of the demand sched- 
ule for its product at that particular 
time. In most cases it will not pay a 
co-operative association to take any 
substantial loss in this way. 

It has repeatedly been questioned 
whether any decided advantages will 
arise out of studied reggilation of the 
flow of the product into the market in 
the case of such commodities as grain 
and cotton, which are extensively 
bought and sold on organized produce 
exchanges. The claim is that in these 
instances the development of a class of 
speculative traders has so accurately 
forecasted future prices that as a mat- 
ter of fact the farmer might in many 
cases market his product at almost any 
time in the year which suits his own 
convenience, without suffering material 
loss, because someone is always ready 
tobuy. In substantiation of this claim 
are presented figures showing the aver- 
age price by months over many years, 
the gist of the evidence tending to show 
that the prices prevailing at harvest 
time have not, on the average, advanced 
by more than enough to cover storage 
and handling charges before another 
crop came onto the market. Here the 
probable gains from control of flow are 
frequently overemphasized. 

On the whole, control of flow to mar- 
ket is full of possibility when intelli- 
gently and boldly undertaken, but is 
equally full of danger when undertaken 
without adequate knowledge of facts or 
skill in execution of plans. 

(5) Improving Distribution as Be- 
tween Markets. Evenness of distribu- 
tion is a matter of particular impor- 
tance in the distribution of perishable 
fruits and vegetables, especially where 
a given producing section must send its 
products to many markets and so dis- 
tribute them as not to clog any one 
market while leaving another bare. 
When one area alone produces the bulk 
of a crop, as is the case with the Cali- 
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fornia lemons, the matter is relatively 
simple. It becomes far more complex 
when numerous sections compete with 
each other. Such is the case with 
peaches during certain summer months, 
with strawberries, and with many other 
fruits of like nature. 

Three methods have been proposed 
for bringing about more even distribu- 
tion. One is to put the distribution of 
practically all of a given product into 
the hands of a large co-operative organ- 
ization. The second is the sale of all 
of the product at shipping point or 
early in transit through such a device 
as the F. O. B. auction. A third is the 
adaptation of the clearing house idea 
to the distribution of fruits and vege- 
tables. Where co-operative associa- 
tions have control of the bulk of a given 
product in all the leading sections, 
there is a possibility that these may 
be effectively federated after the plan 
of the American Cranberry Exchange. 
Once this is accomplished the way is 
open for more efficient distribution 
than now prevails. With most prod- 
ucts such an ideal conditicn is still far 
away. It must not be assumed that 
this is a simple matter. Doubtless the 
distribution of the Imperial Valley 
cantaloupe crop would be greatly 
simplified if centered in one agency. 
But it would still involve daily adjust- 
ment as between markets to meet 
changing competition with other fruits, 
and to meet changing economic and 
weather conditions. 

(6) Advertising and the Development 
of New Markets. It has been pointed 
out that there are fairly definite limits 
to the amount of food each person can 
eat and that therefore co-operative ad- 
vertising of food products will simply 
sell certain products at the expense of 
others. There is doubtless a large 
measure of truth in this contention. 
It matters little, however, to the Cali- 
fornia Jemon grower whose product, if 
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any, the lemoņ has displaced. Nor is 
the raisin grower greatly concerned if 
the raisin has displaced certain other 
foods. From the pomt of view of co- 
operative associations that are selling 
specific products, judicious advertising 
seems to have paid, and will doubtless 
continue to pay. It is very likely true 
that even so staple a commodity as the 
potato might benefit by advertising in 
years of overproduction, particularly if 
the advertising emphasized relative 
cheapness, showed new ways of using 
them, called attention to reliable 
brands, and is followed by effective 
sales effort. A specialty like arti- 
chokes, which is still unknown to many 
people, would seem to offer a partic- 
ularly good field for this sort of effort. 

Ordinarily large volume of business 
is necessary in order to carry the heavy 
expense of national advertising. It is 
not likely that private enterprises 
handling California oranges and lemons 
through a large number of relatively 
small agencies could possibly have 
advertised those products and devel- 
oped markets for them in the way the 
California Fruit Growers’ Exchange 
has done. Nor is it likely that any 
group of individual firms would have 
put forth the enormous effort to widen 
the markets which the Sun-Maid 
Raisin Growers’ Association has put 
forth. 

Not only, however, must there be a 
large volume of business to cover such 
expenses but there must be control of a 
large proportion of the total production. 
Exception should be made, however, to 
the case of organizations which restrict 
their distribution to a relatively small 
area. Tillamook cheese, for example, 
commands a premium on the Pacific 
Coast and it is to this area that the 
advertising of this brand has been 
limited. 

The development of markets m- 
volves more than advertising. For 
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example, the development of European 
or Asiatic markets for prunes, for rice, 
for raisins, involves the establishment 
of sales agencies when it is known that 
their establishment will involve losses 
for a number of years. An association 
controlling a large portion of an im- 
portant crop o#which the production is 
increasing can well afford to undertake 
such activities; but no organization 
handling only a small portion of a crop _ 
could afford to go to such expense, ` 
because competitors would promptly 
step in and obtain the advantages once 
a market has been established. 

How greatly advertising is valued by 
business men in general is indicated by 
the fact that the trade marks of certain 
well-known articles are valued at from 
six to ten million dollars; and it has 
been estimated that the very name 
“Sunkist” is easily worth 86,000,000. 
At that rate each of the members of the 
California Fruit Growers’ Exchange 
has an average asset of more than $545 
to 


write into the value of his business of orange 
or lemon growing, or an average asset of 
880 per acre to write into the value of his 
land.‘ 


(7) Collective Bargaining. The lure 
of price control has been prominent in 
the propaganda of many an organiza- 
tion campaign. Its popularity arises 
out of the belief on the part of the 
farmer that everyone but himself does 
control price and that he too can do so 
if only he and his fellows become prop- 
erly organized. 

Individually the farmer is a notori- 
ously weak bargainer because 


(1) He does not know in what grade his 
product falls; 

(2) He does not know the relative value 
of different grades; 

(3) He does not know what his local 
price should be even when central market 
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prices are known, and frequently he cannot 
even interpret wholesale market quotations; 

(4) He cannot fcllow market conditions 
closely enough to know at any given time 
whether market tendencies are up or down; 
and 

(5) He is slow at sizing up a proposition 
put in a new way. 


Local organization msy put a group 
of farmers in a somewhat improved 
position, particularly if their product 
finds mainly a local market not readily 
supplied from outside sources. Most 
milk producers’ associations are in this 
class, as are canning crop growers. 
Most local organizations such as farm- 
ers’ elevator companies, livestock ship- 
ping associations, and local creameries 
merely give all their members an even 
chance at the wholesale market. This 
may, indeed, be a greater price advan- 
tage than can be obtained by any fur- 
ther organization, especially for the 
weak bargainer. It is doubtful, how- 
ever, whether a very large organization 
of livestock producers could go much 
further in price making than at present, 
except in so far as they might influence 
price by controlling flow to market. 
So too with the grain elevators. 

When an organization acquires “that 
substantial control” which gives it 
temporarily an element of monopoly, a 


__ different Situation obtains. The Cali- 


fornia Walnut Growers’ Association 
and the Sun-Maid Raisin Growers have 
been in this position of late years. 
They must and do name a price for the 
crop at hand. Their situation differs 
from the usual idea of monopoly in the 
sense that they have no control over 
production. They merely ask the 
highest price at which the consumer will 
take the entire crop. Moreover, this 
may have an element of collective bar- 
gaining, when, for example, the man- 
agement advises with the trade as to 
the price at which the crop can be 
moved. Such procedure isnot possible, 
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however, with such a product as lem- 
ons, because these must te moved out 
throughout the year as they mature. 
Tn this case the auctions largely deter- 
mine the price as the product moves 
into trade channels. Centralized con- 
trol of the flow to market would help 
stabilize price, but probably could 
raise it only by eliminating the “red 
ink” troughs. 

There would seem to be no doubt as 
to the fact that central sales control 
puts producers in a much improved 
position over individual action. It is 
equally evident, however, that the 
price-making power of co-operative 
organizations is much more circum- 
scribed than is commonly believed. 
The biggest opportunities lie between 
the producer and the wholesale market, 
although in many instances co-opera- 
tive organizations can also influence 
and particularly steady the wholesale 
price. 

(8) Financing of Marketing Opera- 
tions. The individual farmer in many 
parts of the country has paid dearly for 
credit. Where commercial organiza- 
tions have supplied the credit, they 
have had to “play safe” and have not 
only charged high rates but have also 
required producers to sell to them, thus 
restricting their outlets. This has 
been particularly true of cotton and 
tobacco. 

Co-operative associations, where ef- 
ficiently managed, can obtain credit at 
more reasonable rates or they may ob- 
tain more credit, or both, than can the 
average individual. They do this <1) 
on the basis of collective credit of the 
group; (2) on the basis of adequately 
warehoused goods; and (8) on the basis 
of collectively owned property. The 
net result then is not only more or bet- 
ter credit but greater Ireedom in bar- 
gaining for sale or purchase. 

(9) Making Marketing More Eficient. 
Much of what has already been dis- 
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cussed of course falls under the above 
heading. Thére are numerous other 
ways, however, in which marketing can 
be made more efficient. Many of the 
large organizations have been able to 
correct certain abuses that had crept 
into business. : 

Again, in many instances marketing 
costs have been reduced. Farmers’ 
elevators in the grain belt have often 
reduced costs per unit from one to 
several cents per bushel by increasing 
their volume of business. Farmers’ 
creameries have frequently done the 
same thing, as have the farmers’ live- 
stock associations. The California 
Fruit Growers’ Exchange reduced the 
cost of distributing and selling fruit,— 
in fact just about cut it in half. Wher- 
ever costs have been cut the profits 
have gone back to the farmers in higher 
prices or patronage refunds. 

This poimt should not be misunder- 
stood. A co-operative association can- 
not do business more cheaply than pri- 
vate enterprise can run the same busi- 
ness. In fact many instances can be 
found where private industry has also 
cut costs even more drastically. In 
those cases, however, the savings have 
for the most part gone to the enter- 
priser as profit, while the margins were 
established by the less efficient. But 
the co-operative associations often get 
much more of the business of a com- 
munity than any single private enter- 
prise has been able to get and hence can 
cut costs. 

Decreased costs should not be taken 
as the sole measure of efficiency. 
Very often there are increased services. 
There is probably no successful co- 
operative association which is not 
offering more services than private 
enterprise was offering. They have, 
for example, been more efficient in 
collecting claims, in expediting move- 
ment, in pushing sales; they have gone 
further in developing new markets and 
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in advertising the products. All of 
these services and others must be con- 
sidered in making comparisons. 

(10) Maintaining Favorable Public 
Relations. The above heading is used 
for want of a better designation to 
cover a variety of services which strong 
co-operative organizations can and do 
render. The | TEREE and officers 
are closely in touch with the needs of 
their industry. They are in an excel- 
lent position to present evidence 
against proposed vicious legislation or 
to present facts in favor of desirable 
legislation. 

Similarly there is the occasional need 
for someone to appear before publie 
bodies. A few years ago, there was a 
proposal for a ten per cent increase in 
freight rates on grain from the Middle 
West. Grain dealers made no protest. 
It mattered little to them. But the 
farmers’ elevator companies realized 
that an increase in freight rates meant 
decreased prices for grain. Through 
their national organization they ap- 
peared before the Interstate Commerce 
Commission and won their case, saving 
their members thousands of dollars. 
Many similar instances could be cited. 
Enough has been said, however, to show 
that strong co-operative organizations 
serve their members in other ways than 
through the immediate services for 
which they were established. 


LIMITATIONS OF CO-OPERATIVE 
MARKETING 


Thus far I have been writing in 
rather glowing terms of the possibilities 
of co-operative marketing. There are, 
however, some very definite limitations. 
Some of these are in the nature of ab- 
solute prohibitions, others are merely 
diffculties which capable management 
may overcome. l 

(1) Co-operative Associations Cannot 
“Fiz” Prices. I have already pointed 
out indirectly some of the limitations 
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to price control by farmers’ organiza- 
tions. No farmers’ organization can 
“fix” the price at which the product is to 
be sold and sell all tts product unless that 
price also suits the consumer, It is the 
old story of not being able to make the 
horse drink after you have led him to 
the water. The consumer holds the 
purse strings, and if chy price is too 
high he will buy less—perhaps much 
less, but always lesz. And the co-opera- 
tive organizations, no matter how pow- 
erful, have no way of stopping produc- 
tion so as to maintain any given price. 
They might diver: some of the products 
to secondary uses, but if that involves 
lower prices they lose on the surplus, 
Nerhile the lump sum obtained for the 
product sold at regular prices has to be 
divided between a constantly increas- 
ing number of producers. 

(2) Co-operative Organizations Can- 
not “Eliminate the Middleman.” A 
second fallacy is that co-operation 
“eliminates the middleman.” What 
is done is to replace private business 
units by co-operative units. True, 
one co-operative association may re- 
place a number of dealers. Again, a 
farmers’ organization may take over a 
series of dealers, each of whom has been 
playing his part in moving the product 
toward the consumer. The California 

_ Fruit Growers’ Exchange, for example, 
_ has in‘tis system the local house, the 
central exchange, and the eastern repre- 
sentation. These have replaced the 
local buyer, the distributor and the 
broker. ‘This, however, is not elimina- 
tion, but integration—bringing a suc- 
cession of steps under one control. No 
large organization has thus far elim- 
inated any of the important steps in the 
marketing process. 

(3) Co-operative Marketing Cannot 
Cut Costs Greatly. This has already 

been discussed, but should be mentioned 
`~ again at this point. Moreover, when 
it does devise methods by which costs 


-point of view of the members. 
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can be cut, private business will meet or 
beat its cuts except wheré they are due 
to increased volume of business. 

(4) Co-operative Marketing Presenis 
a Number of Inherent Weaknesses. 
One of these is the difficulty of manage- 
ment and membership to maintain the 
same viewpoint. A co-operative or- 
ganization is made up of a group of 
individuals each of whom operates an 
independent business of his own, but all 
of whom have a common purpose in 
co-operating. After they have been 
united in an organization each indi- 
vidual continues to go about his own 
business, while the management pro- 
ceeds to execute the purposes of the 
new organization. There is always 
danger that members and management 
get out of step with each other. That is, 
the producers, busy with their own 
affairs, ignore the problems of the asso- 
ciation. The management, on the 
other hand, becomes so engrossed in the 
details of management 2s to lose the 
This 
does not mean that the management 
fails to keep in mind the interests of the 
members; it is just as serious, how- 
ever, from the point of view of harmony 
and efficient functioning, if the manage- 
ment interprets the needs of the members 
differently from the way the members 
themselves interpret them. 

Thus even though the management 
is capable and sincere there is a real 
possibility for serious misunderstanding 
if the growers do not understand chan- 
ges in the policy of the management or 
if they come to believe that themanage- 
ment has not followed their original 
intentions. Other inherent weaknesses 
are that members become apathetic 
and fail to vote or that they vote for 
politicians instead of for men of ability. 
Again there is the strong tendency 
toward extravagance. The manage- 
ment may figure that a given expendi- 
ture costs but a fraction of a cent per 
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unit—but the farmers later see the 
lump sum. 

Finally there is often? at the start an 
“over sold” condition among the mem- 
bers of a new organization. Seldom, 
indeed, can a large organization be 
formed without raising hope too high. 
Then follows disappointment, conten- 
tion and complaint, which only the 
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most patient and capable of manage- 
ment can overcome. Indeed, here lies 
one of the big jobs of the manager of a 
co-operative association. He must not 
only be an efficient manager but must 
keep his membership with him. He 
must have such a vision of what a 
strong organzation can do that his 
enthusiasm becomes contagious. 
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Sound Principles in Co-operative Legislation 


By Joun D. Mrz 
President, National Co-operative Milk Producers’ Federation 


O-OPERATIVE legislation should 

meet the needs of those engaged 

in co-operative marketin# as other laws 

have met the needs of those who for 

generations have been engaged in col- 

lectively making and selling wide va- 
rieties of articles and commodities. 

In early deys a partnership was 
usually the form of organization adopt- 
ed by those engaged in such co-cpera- 
tive efforts. This method of combin- 
ing, however, was found unsatisfactory. 


EARLY Errorts 


The difficulties surrounding any at- 
tempt to continue the partnership after 
the death of members, coupled with the 
liability of each member for all partner- 
ship debts, caused this form of com- 
bined effort to be both cumbersome and 
hazardous. 

Many of the states then enacted laws 
authorizing the creation of limited 
partnerships under and by which those 
engaged in such combined efforts in- 
curred no personal liability for debts of 
the partnership, they risking only the 


_funds they invested therein. 


This mode had many limiting fac- 
tors, and to meet the needs of the grow- 
ing industrial and commercial systems 
of the country nearly all of the states 
enacted laws authorizing the creation 
of corporations through and by which 
many persons could combine to col- 
lectively engage in any form of indus- 
trial, commercial or financial business 
without personal liability (with a few 
minor exceptions) for the debts of the 
corporation. The corporation as such 
does not die with the death of any of its 
members but may be created to exist a 
long term of years, and, by the laws of 
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many of the states, may have perpetual 
existence. i 

These laws, enacted to meet the 
needs of rapidly growing industrial, 
commercial, and financial systems, 
have been distinctly beneficial. While 
some of the great corporations have 
sometimes abused their power, as a 
whole they have kept pace with and 
each a part of the wonderful develop- 
ment of industry and of commerce, and 
their elimination would be a distinct 
step backward. 

All of these laws, however, contem- 
plated that the corporations thus 
formed would own and operate pro- 
duction plants as well as marketing 
agencies. 

Co-operative marketing by farmers 
is not new. For generations farmers in 
many localities have been engaged in 
such efforts. These co-operative or- 
ganizations were usually community 
organizations. Experience, however, 
convinced those engaged in such efforts 
that there was a supreme necessity to 
combine in larger and still larger num- 
bers if they were to function efficiently. 
Recognizing this necessity large organi- 
zations have been formed, some of them 
with sales reaching $100,000,000 each 
year. 

It is not expedient, however, for 
farmers to vest the title of their farms 
and herds in a corporation that would 
own and operate the farms as well as 
sell the products, and the problem pre- 
sented was to obtain such remedial 
legislation as would permit farmers to 
continue to produce singly, but from 
that point on to emulate the efforts and 
practices of those engaged in other 
large undertakings by acting together 
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in processing, preparing for market and 
marketing tHe farm products of those 
thus engaged. ° 

As long as farmers formed and oper- 
ated only local or community selling 
organizations they were unmolested; 
when, however, they commenced to 
form large organizations their right to 
thus combine in large numbers was 
immediately challenged. 

Indictments under state laws were 
found against them in California, Min- 
nesota, Ilinois, Ohio and New York; 
and under the Federal Jaw in Louisiana. 
The Federal indictment in Louisiana 
was dismissed upon demurrer; the in- 
dictment in New York was dismissed 
after the legislature amended the law; 
the defendants in the remaining indict- 
ments were tried before a jury and in 
each instance acquitted. The annoy- 
ance and expense of such litigation was, 
however, a burden greater than some 
. of them could bear. All were weakened 
and some destroyed. 

These indictments were found under 
the anti-trust laws, and while farmers 
insisted that in combining to sell their 
products jointly they were not violat- 
ing such laws, it became necessary to 
have such laws clarified in order that 
there might be no question of their 
right to act. Many of the states did 
this, while by an act approved Feb- 
ruary 18, 192%, Congress amended the 
Federal law, the first section of such 
amendment, reading in part, being as 
follows: 


That persons engaged in the production 
of agricultural products as farmers, plant- 
ers, ranchmen, dairymen, nut or fruit grow- 
ers may act together in associations, corpo- 
rate or otherwise, with or without capital 
stock, in collectively processing, preparing 
for market, handling and marketing in 
interstate and foreign commerce such prod- 
ucts of persons so engaged. Such associa- 
tions may have marketing agencies in com- 
and such associations and their 


Tue ANNALS OF THE AMBRICAN AcADEMY 


members may make the necessary contracts 
and agreements to effect such purposes. 


These state and Federal amendatory 
laws seem to have met with public ap- 
proval, so that now not only is it the 
right of farmers to thus act unchal- 
lenged but in so doing they have the 
moral suppogt of all forward-looking 
persons in both city and country. 

This résumé of legislation is but a 
preamble to the discussion of the sub- 
ject of this article; t. e., Sound Princi- 
ples in Co-operative Legislation. 


FUNCTIONING OF CO-OPERATIVE 
LEGISLATION 

In their work of selling farm prod-_ 
ucts and buying necessary supplies, 
together with their dealings with 
transportation, financial, and other 
business concerns, the operations of a 
co-operative marketing association dif- 
fer little, if at all, from old line corpora- 
tions. As to such dealings the pro- 
visions of general laws equally apply. 

Co-operative legislation, therefore, 
must refer particularly to the relation 
of members to their co-operative asso- 
ciation and to each other. 

The method almost universally 
adopted by farmers in their co-opera- 
tive marketing efforts is to create a 
selling organization, usually corporate 
in form, which they control by the elec- 
tion of directors and which is clothed 
with broad powers both as to sales and 
as to the distribution of the proceeds 
of sales. 

It follows that legislation affecting 
these mutual relations should be such 
as will permit farmers to contract with 
each other and with their association 
as they think conditions in the region 
where they operate and the nature of 
the commodity require. 

Any attempt to create a statutory 
mould for all would tend to retard and 
obstruct the work of many. As well 
might clothing manufacturers make 
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every suit of one size and pattern. 
They would fit a few, but would not 
fit the many. 

The language of the first section of 
the Federal Co-operative Act above 
quoted is a model for Federal legisla- 
tion. In clear and concise language it 
confers broad powers, thus enabling 
those creating an organization to so 
write their certificates of incorporation, 
their by-laws, and their mutual con- 
tracts as state laws, regional condi- 
tions and the character of the com- 
modity may dictate. 

The Federal law above referred to 
__‘ems to remove all obstacles to farm 


to 


~arketing organizations engaging in 
interstate and foreign commerce. 

Such marketing organizations, how- 
ever, are created under state laws and 
these should 

First: Clothe these associations and 
their members with broad discretion as 
to the form of their organization and 
the provisions of their mutual con- 
tracts; and 

Second: Include adequate provisions 
to insure control of the organization at 
all times by the members whose prod- 
ucts the association is selling. 

Discussing these in their order, it 
may be stated that while marketing 
contracts signed by farmers are in form 
& contract between each member and 
the organization, in substance and legal 
effect they are contracts of the mem- 
bers with each other, in which they 
agree that for a definite period they 
will jointly market certain of their 
farm products, the association being 
merely the agency created by members 
to execute and perform such mutual 
contracts. 

The provisions of such contracts are 
without the scope of this article. Suf- 
ficient here to state that they should be 
such as the needs of the locality and 
the character of the commodity re- 
quire, and, among other things, should 
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provide adequately financing the sell- 
ing organization. ` 

As the control of the selling organiza- 
tion by the members is of the first 
importence, the statute should provide 
methods by which such control may 
always be exercised. In large organ- 
izations covering a large territory with 
some members hundreds of miles dis- 
tant from others, methods are some- 
times provided by which ballots for 
directors may be cast by members at 
many local and convenient points. In 
other organizations direciors are se- 
lected by delegates at an annual 
meeting. 

Beyond all question proxy voting 
should not be permitted. This method 
lends itself too easily to the ends of 
ambitious and designing persons de- 
siring to acquire a voice in the control 
of the association. 

Here enters also a material difference 
in the method of contrel from that 
adopted by old line corporations, in 
which each shareholder Las as many 
votes as he owns shares. Whatever 
method is adopted to finance the organ- 
ization, the fact that one member con- 
tributes more than another should not 
give any greater voice in control. 
Usually it will be found that each 
member contributes, whether in the 
form of loans or of stock subscriptions, 
in proportion to the services rendered 
him by the organization. Each should 
receive the same rate of interest on 
loans or dividends on stock, but the 
vote of no member should be weighed 
by the amount of his loan or stock 
holdings. 

Such interest on loans or dividends 
on stock should not be materially more 
than the usual interest rates in the 
region where the organization operates. 
The purpose of membersnip is not to 
make a profit upon their capital in- 
vestments, but to efficiently market 
their farm products. It is as important 


230 


to those operating small farms as to 
those operatifig large ones that the 
prices they receive fore products are 
fair, and each should, therefore, have 
an equal voice in control, differing in 
this respect from shareholders im old 
line corporations, whose only return on 
their investments is measured by the 
rate of dividends. 

Statutes having provided methods 
by which control of the organization is 
at all times in the members, should then 
leave the members at liberty to clothe 
the directors elected by them with 
adequate powers to quickly decide all 
business problems that may be pre- 
sented to them. In other words, the 
control of the organization must be in 
the members; the control of the busi- 
ness must be centralized in a few men 
selected by the members, else will such 
organizations be unable to cope with 
other great organizations with which 
they must deal and in which control of 
the business is centralized. 

It may be that there is more danger 
of statutes going too far than in not 
going far enough. They should be 
written in general terms, and after pro- 
viding methods of membership control 
should leave to members a wide lati- 
tude of discretion as to the organic and 
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contractual relationship of members 
with each other and with the organiza- 
tion. They should be a grant, not a 
limitation, of powers. 

The Uniform Co-operative Market- 
ing Law now written on the statute 
books of many of the states received 
the hearty commendation and support 
of co-operative marketing associa- 
tions because it recognized these basic 
principles. 

With all the states enacting such a 
law, further Federal or state legislation 
may well be delayed until experience 
has shown what, if anything, more is 
necessary. 


SUMMARY 


It may be stated that principles of 
co-operative legislation should not be 


‘confused with details. Principles are 


few; details, many. 

State statutes providing easy sail 
convenient methods for control of the 
organization by members with easy 
and convenient means of incorporating 
the associations should be so written 
that the multitudinous details of the 
contractual relations of the members 
with each other and with the organiza- 
tion should be determined by the mem- 
bers themselves and not by statute. 


ay 


5 


Marketing Fluid Milk in Philadelphia 


An Experience in Sales Co-operation 


By R. W. BaLpERSTON 
Secretary, Interstate Milk Producers’ Association and Philadelphia Dairy Council 


N order that the morning milk shall 
be regularly placed dh every one of 
the 400,000 doorsteps of Philadelphia 
every day, a highly developed organ- 
ization and a number of contribut- 
ing agencies must function properly. 
Every quart of this milk must be pal- 
atable and conform to guaranteed 


“tandards of quality and safety. 


« 
kJ 


The public has a right to and does 

mand that the very latest discover- 
ies of science be applied to the safe- 
guarding of the milk supply. The milk 
is highly perishable, therefore it must 
be collected, transported and distrib- 
uted with extreme celerity. Since our 
large cities have had to go farther and 
farther out mto the country to get 
adequate supplies, the transportation 
problem has become more important. 


IMPORTANCE OF THE INDUSTRY 


Milk is absolutely essential to hu- 
man life, and forms, or should form, a 
large proportion of the daily diet, 
therefore the public has a right to ex- 
pect that the price at which this milk is 
delivered is the very lowest possible 
price at which milk can be produced 
and distributed with fair compensation 
to producer and distributor. So the 
milk business of a great city makes a 
fundamental contribution to the public 
welfare in that it takes on secial and 
economic aspects far beyond that of re- 
turning a fair and stable livelihood to 
those engaged in the production and 
distribution of the product. The farm- 
ers engaged in producing milk for sale in 
Philadelphia and other great cities have 
come face to face with some of the pro- 
blems of our ¢omplex American life to a 
a greater degree and in a more intimate 


way than probably any other group of 
our farmers, certainly more so than any 
other group of equal size and financial 
importance. 

Few people have ever fully realized 
the magnitude of this great dairy indus- 
try. We think of cotton as one of the 
great American agricultural products 
and so it is. The United States pro- 
duces a large part of the world’s supply 
of cotton. We think of wheat as a 
great agricultural product. Itis. The 
United States wheat farmers grow 
enough to supply over 110,000,000 
people their daily bread and still there 
is usually a substantial surplus for ex- 
port. We think of potatoes as an im- 
portant crop. We all eat United States 
grown. potatoes every day and many of 
us two or three times a day. Yes, 
potatoes are important, too. 

But the farm value of the milk pro- 
duced on the farms of the United States 
is greater than that of the cotton crop, 
the wheat crop, and the potato crop 
combined. Of this milk, slightly less 
than one half is consumed as fluid 
milk. So the money received from the 
sale of fluid milk forms one of the most 
important sources of farm revenue. 


EARLY DEVELOPMENTS 


Before 1916 in Philadelphia, as in 
many other American cities, much prog- 
ress had been made along some lines 
looking toward the practical and per- 
manent solution of the big problem of 
an adequate, safe supply of fresh milk. 
The city had adopted standards for 
milk which insured its safety as a hu- 
man food through proper pasteuriza- 
tion or special care and inspection in 
handling on the farm and in the dairy 
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when sold as raw milk. The enforce- 
ment of these requirements had prac- 
tically eliminated the “possibility of 
milk-borne epidemics of disease. An- 
other step was the passage of an ordi- 
nance providing for the delivery in 
glass containers of all house to house 
deliveries. The quality of the milk was 
further insured by the requirement 
that all railroad cars carrying milk 
must be iced during hot weather to in- 
sure delivery at Philadelphia at as low 
a temperature as possible. 

Already a number of milk dealers 
had enlarged their organizations 
threugh energy and careful, intelligent, 
business practices until they had a busi- 
ness of sufficient size to care for sea- 
sons! surplusses economically through 
.the sale of by-products, to standardize 
materially their distribution on wagons, 
to cut the costs of handling in ther 
plants because of large volume opera- 
tions and particularly to arrange to 
secure a regular supply of milk for 
daily deliveries through country col- 
lecting plants where milk could be re- 
ceived from the farmers, promptly 
cooled and shipped in carload lots to 
Philadelphia, and where by-products 
could be manufactured most economi- 
cally. Some of these plants were already 
as much as one hundred miles from the 
city and each one received daily the 
milk of fifty to one hundred farmers. 

These developments, particularly of 
the country receiving plants, were 
recognized as a distinct forward step, 
but the rapid growth and consolida- 
tion of big distributors were viewed 
by the farmers supplymg the city with 
a certain amount of fear and distrust. 
Milk-shipping farmers had been accus- 
tomed to bargain individually month 
by menth for the sale of their milk to 
individual dealers, each one of whom 
handled the milk of two or three, and 
generally not more then a half dozen 
farmers. If the dealer had too much 
milk and refused a farmer’s milk, the 
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farmer immediately came to town to 
sell it to another dealer, of whom there 
were many hundred in the city. If the 
dealer needed additional milk or was 
not satisfied with the quality of that 
which was supplied him, he went out 
into the country and visited some addi- 
tional farmeys and bargained with 
them for their milk. If he could find 
no farmer who had been shipping to 
Philadelphia and whose milk was avail- 
able at the time, the dealer induced one 
of the butter creamery shippers to stop 
going to the creamery and to ship to 
Philadelphia, offering a slightly higher 
price than that which he had been re- 


a4 


ceiving. All increases in demands Y a 


the part of the rapidly growing city 


were met by movements of this kind. > 


ORGANIZING THE FARMERS 


The farmers began to talk about a 
“union.” There were mutterings such 
as “down with the middleman.” The 
resistance of the public to any price in- 
crease in the face of rapidly increasing 
production costs brought matters to 
& head in 1916. It is true that there 
had been for years in the counties 
nearest Philadelphia a “Milk Shippers’ 
Union,” delegates to which met with 
more or less regularity in Philadelphia 
and discussed the milk market situa- 


tion, but the actual bargaining re- @ 


mained individual in character. 
“union” had little or no dealings with 
the “big” distributors, who largely 
ignored its existence. It was mani- 
festly impossible for those whose milk 
went to Philadelphia through a re- 
ceiving station to enjoy the freedom of 
bargaining which the so-called direct 
shippers to small dealers had most 
jealously retained to themselves. 

This situation provided a very fer- 
tile field for the formation of a broad 
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organization of farmers to act as a y 


collective bargaining association in 
arriving at a fair price for the milk of 
all the farmers delivering to all the 


a 
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dealers in Philadelphia, both large and 
small. It was comparatively easy in 
1916 to organize the Interstate Milk 
Producers’ Association among the dairy 
farmers in fifteen of the counties 
supplying Philadelphia. 


Governors’ TrRI-SRATE Mix 
CoMMISSION 
About the same time, some far- 
sighted civic leaders suggested a milk 
commission be appointed by the gover- 





ee the four states supplying Phila- 
“4 


a, which should investigate the 


He milk marketing situation and 
rt back to farmers, dealers and con- 


sumers alike. The immediate result of 
the hearings of this commission was to 
satisfy the consumers of Philadelphia 
for the first time that, in order to have 
an adequate supply of milk for them- 
selves and their children, the price to 
producers would have to be sufficient 
to enable the farmers to continue in 
business. The need of an immediate 
advance in price was clearly shown. 
The producers recognized that in order 
to market their milk successfully they 
must have in Philadelphia a sales rep- 
resentative who would be in a position 
to keep in close touch with the whole 
market situation from day to day and 
to act as a bureau of information for 
the public seeking light on this impor- 
tant food problem. Shrewd milk dis- 
tributors soon learned the value of lay- 
ing all their “cards on the table” be- 
fore a fair-minded tribunal of this kind 
as a means of establishing and main- 
taining public confidence. Itis beyond 
the scope of this paper to trace in detail 
the gradual development of the rela- 
tionships between the producers, dis- 
tributors and the general public in the 
Philadelphia milk market from 1916 to 
the present time. I will refer to only 
a few events of the past eight years. 
The man chosen chairman of the so- 
called “ Governors’ Milk Commission ” 
happened to be a young professor at 
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the Wharton School of the University 
of Pennsylvaņia, who was practically 
unknown at the time to either milk 
producers or milk dealers, but of whom 
the public had heard somewhat through 
his connection with certain investiga- 
tions of public service corporations. 
The producers naturally looked with 
much suspicion on a professor and 
milk dealers felt they had good rea- 
sons for being antagonistic to anyone 
who asked them to open to him their 
books to satisfy the public cf the fair- 
ness of the charge made for collecting, 
processing and delivering milk. Nei- 
ther group knew where such an investi- 
gation was going to lead them. 

The public, which had little or no in- 
formation to give, was naturally inter- 
ested in the attempts of this young 
man, Dr. Clyde L. King, to get infor- 
mation forthem. But he soon satisfied 
both the farmers and dealers that they 
could not successfully arrive at a deci- 
sion as to what was a fair price for 
milk in the city of Philadelphia with- 
out a disinterested party with a sound 
training in economics being given all 
the facts and being allowed to inter- 
pret them in terms of a fair price. 
Soon both producers and dealers 
joined with the public m inviting the 
good offices of Dr. King as an arbitrator 
for the milk industry. The coming 
of the Federal Food Administration 
placed Dr. King quite logically in the 
position of milk administrator for 
Philadelphia and Pennsylvania, and 
before long, for neighboring cities and 
states. 


Co-OPERATION THROUGH 
CONFERENCE 


The producers (the Interstate Milk 
Producers’ Association) and dealers, 
for the first time in the history of in- 
dustry, began to have conferences to 
discuss their differences as well as 
mutual problems, At these conferences 
the questions were those of market 
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situations and no time was lost in in- 
consequential personal bickerings. The 
dealers found that when the repre- 
sentatives of the farmers’ organization 
made a bargain the farmers kept it, 
living up to the arrangement which had 
been made. A large majority of the 
dealers recognized the authority of the 
Interstate Milk Producers’ Association 
to act for its growing membership, al- 
ready about 2,500. A few dealers who 
at first objected to dealing with “‘organ- 
ized” farmers soon learned the futility 
of attempting to ignore the organiza- 
tion. 

Throughout those trying years of 
the war with production and distribu- 
tion costs mounting daily, the represen- 
tatives of the producers and of the dis- 
tributors learned to work together so 
as to “carry on” the fluid milk indus- 
try and distribute milk to the con- 
sumers of Philadelphia at as low a 
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operative effort, the cost of distribu- 
tion was cut at every point. The far- - 
mer’s price, meanwhile, averaged as 
bigh or higher than the value of dairy 
products in surrounding markets, thus 
insuring as far as possible an adequate 
supply. But one example of this effort 
need be given. e Through mutual agree- 
ment the minimum quartage on milk 
wagons in Philadelphia was placed at 
400 quarts while the maximum de- 
livery per man per wagon in many 
other cities was 250 quarts. Through 
stimulation of wagon delivery and dis- 
couragement of store delivery, 

price of milk to consumers, all ll 
ered at the door, was kept much low 
than the price of bottled delivered 
milk in cities which had large store 
trade and in most cases the Philadel- 
phia delivered price was but slightly, 
if any, above the cost of milk on the so- 
called “cash and carry” plan through 







price as was possible. Through co- 
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{Quoted from Survey, “Milk Marketing in State,” U. S. Department of Agriculture, 1924.) 


The position of the market-milk industry in Philadelphia has often been the source of favorable 
comment. Not only has the price of milk to the consumer been low when compared with the prices 
of other important foods in the city for several years past, but when compared with milk prices in 
other cities in this section of the United States it is also low. From the U. S. Bureau of Labor Sta- 
tistics the following table has been compiled, comparing the retail price per quart of milk in Phila- 
delphia with that of other cities in this section. 


stores, common in other cities.! 


Average Annual Retail Price per Quart for Fresh Milk in Certain Eastern Cities of the United States 
(Data from the U. S. Bureau of Labor Statistics) 





Year New York | Philadelphia | Pittsburgh | Washington 


(cents) (cents) (cents) 
1918 8 9 9.0 8.0 8.8 8.6 
1914. 8.9 9.0 8.0 9.2 8.6 
1915. 8.8 9.0 8.0 9.3 8.6 
1916 9.1 9.2 8.2 8.5 9.2 
1917. 1.9 11.9 10.2 11.2 11.2 
TS EEE 5.0 14.5 12.9 18.6 14.8 
1919 . 6.0 16.1 13.6 14.8 16.1 
1920: o «2... 7.4 16 7 14.3 15.7 17.1 
DEA ec aes E7 15.1 11.8 14.1 15.0 
W922 ci eens 3.6 14,6 11.3 12.6 13.4 
1923 

Ist 6 mo 14.2 14.8 12.2 14. 14 


Marketing Frum MILK IN PHILADELPHIA 


To a casual observer a conference be- 
tween producers and distributors in the 
Philadelphie Milk Shed might seem a 
rather indefinite and unbusinesslike 
method of setthng questions arising 
from the sale of a daily supply of over 
700,000 quarts of milk for Philadelphia, 
besides many thousafd quarts for 
small cities, the total farm value of 
which could be conservatively esti- 
mated at $25,000,000 annually. At 
these conferences, milk distributors 
and manufacturers of dairy products 
purchasing milk in the district are in- 
vited to attend. The Interstate Milk 
Producers’ Association is represented 
by an executive committee of seven 
men. At each meeting, a temporary 
chairman for the day is appointed. 
The group which asked for the con- 
ference is first called upon to explain 
the aspects of the market situation 
which caused them to ask the other 
group to take such action. Then rep- 
resentatives of the other group are 
asked to explain their attitude to- 
ward the situation If the farmers 
feel that the time has come for the in- 
crease in farmers’ price, they state the 
reasons for asking for the change. If 
on the other hand, it is a time when the 
dealers feel that the market situation 
demands a reduction in the price, they 
state those reasons. Then the opposite 
side states its reasons for differing 
from, or perchance coinciding with, the 
position of the group asking for the 
conference. 

One group or the other usually early 
in the conference makes a definite prop- 
osition as a basis for future under- 
standing. The groups then separate 
to discuss the proposal. Reassem- 
bling, the proposal is either rejected or 
accepted by those present, If rejected 
either whole or in part, the conference 
continues. 

Such a conference or series of con- 
ferences may last all day while the 
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various situations are developed anc 
explained. If it is apparent that thi 
groups cannot agree as to an under 
standing for the future, the difference 
are referred to the arbitrator for ad 
judication. 

Dr. Clyde L. King has acted as ai 
arbitrator by special request of al 
parties concerned since the early day 
of the plan. His services are nov 
called for only at infrequent intervals 
The policies of the conference are we! 
established, the principles underlying : 
permanently fair price arrangemen 
well understood and a basis of mutua 
confidence developed through the reg 
ular fulfilment by both sides of th 
agreements so made, 

In order that this arbitrator may b 
at all times im full possession of th 
necessary facts on which to base a fai 
decision, the milk dealers regularl 
supply him with information as to thei 
operations and the producers keep o: 
hand such information as ʻa), the cos 
of cows, feed and labor, (b), the valu 
and amount in international market 
of milk and all dairy products and (c) 
the price of milk in surrounding flui 
milk territories. 

A decision having been arrived al 
it is made public with the reason 
therefor. The verbal understanding 
so made are scrupulously kept by a. 
parties. No formal written contrac 
has ever been needed. A memorandur 
may be made covering the details c 
the arrangement, as, for instance, tha 
which explains the so-called Philade! 
phia surplus selling plan, which ha 
been responsible for the gradual elim 
ination of seasonal surpluses as men 
tioned in a paragraph subsequent. 


GUIDING PRINCIPLES 


In arranging prices the followin 
factors are considered: 


(1) The cost of producing milk and th 
returns from milk production as distinc 
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from the productjon of other farm products. 
The test is, after all, the output of milk as 
compared with the output’ of other farm 
production. The cost of producing milk 
cannot, for long, get out of line with the 
cost of alternative crops or products. 

(2) Equal consideration is given to the 
market. Comparative market values for 
important dairy products and the trend in 
supply are considered. The farmers, fur- 
thermore, do not accept the principle that 
the law of supply and demand is inexorable 
and they can do nothing aboutit. Through 
suggestion and method of price determina- 
tion they influence the supply and help the 
dealers influence demand and increase the 
consumption of their products. . 

(8) Throughout eight years, stability of 
the consumers’ market has been the first 
consideration. The farmers have looked 
upon good-will of the consumers as their 
greatest asset. 


The farmers have believed that col- 
lective bargaining has bettet met their 
market than co-operative ownership 
and management of milk distribution, 
as undertaken by groups of farmers in 
some other markets. They believe that 
farmers are as good business men as 
any cther group. The important 
cities in the Philadelphia Milk Shed 
have already established distributing 
plants under efficient management 
capable of milk distribution at low 
unit costs. So the farmers settled 
down to getting every dollar that they 
possibly could for the sale of their 
milk 


The farmers have encouraged re- 
sponsible dealers who could do busi- 
ness economically, and they have dis- 
couraged irresponsible dealers and those 
who could not have low unit costs in 
their plants. The farmers have not ac- 
cepted the point of view cf many milk 
dealers that it was none of the farmers’ 
business what the “dealer’s spread” 
was and that it was none of the dealers’ 
business what the cost to the farmer 
was, and that one should not mterfere 
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with the other. They have felt that 
the whole process from the cow to the ~ 
consumer was part of the business of 
everyone concerned, including the con- 
sumer. The farmers have, therefore, 
insisted that the “spread ” to the milk 
dealers be kept as low as was consistent 
with the cost ef competent milk dis- 
tribution. For this reason the farmers 
have adopted the policy of getting the 
dealers to furnish confidentially to an 
arbitrator information as to their in- 
dividual costs. Through this informa- 
tion the consumers’ interest has been 
safeguarded (1) in trying to keep the 
milk low in price by a low “spread,” 
(2) stable in price, and (3) of as high a 
quality and standard as possible, with- 
out unnecessary seasonal variations. 
To put it in-a sentence, those respon- 
sible for the milk industry in Philadel- 
phia feel that milk producing and dis- 
tributing is a service. They are selling 
service as much asa product. It is part 
of their business to improve the service. 
It is also essential to their business to 
improve the product. This is a service 
age. 
It has been said by some that the 
success of this conference method of 
arranging prices was due to unusual 
personalities among the leaders of the 
industry, in Philadelphia and that it 
could not be universally applied else- 
where in the dairy business and in 
other lines of businessendeavor. Were 
this a one-city proposition, this might, 
perhaps, be said, but the plan, with 
variations, is working equally well in 
other markets: for instance, in Balti- 
more, Md.; Pittsburgh, Pa.; Detroit, 
Mich.; Hartford and New Haven, 
Conn. 


GROWTH OF ORGANIZATION 


` The officers of the Interstate Milk 
Producers’ Association early recog- 
nized that it must be more than a 
simple bargaining organization in order 
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to perform its proper functions. There 
has been a gradual development in 
membership, over 20,000 farmers from 
40 counties having joined the Associa- 
tion by 1924. At the present time 
the Association has a force of eight 
fieldmen who check the weights and 
tests upon which its mergbers are paid 
for milk, and also take care of local 
problems under direct supervision of 
the central office. 


PHILADELPHIA SELLING PLAN 


Following the universal practice the 
dairy farmers supplying Philadelphia 


had always been accustomed to let: 


nature very largely arrange their farm 
practices, producing most of the year’s 
supply of milk in the spring and sum- 
mer, rather than at such times and in 
such quantities as the consuming 
public demanded. In other.words, in 
many sections supplying Philadelphia 
there were five cans in the summer for 
every can produced in the winter, 
though the public uses very nearly the 
some amount of milk each month in 
the year. A selling plan? was devised 


8 The reader may be interested in learning how 
this selling plan operates. The following quota- 
tion from Memorandum of Conference of Octo- 
ber 8rd, 1921, explains it briefly: 

Each producer shall be credited with the 
__ amount of milk delivered by him during October, 
November and December, 1921. The average 
production of these three months shall be known 
as the “basic quantity.” These amounts are to 
be posted at the Receiving Station and duplicate 
copies sent to the Interstate Milk Producers’ 
Association. 

During the following nine months he will re- 
ceive the basic price for the following percent- 


ages of this amount of milk: 

January....... 100% JONG. es 100% 

February...... 100% POLS s evade des 110% 

March.... .. 100% August. 66 oii 110% 
i September.....115% 


Additional milk produced during these months, 
- if any, to be paid fo? on the following basis. 

A committee of three, one from the producers, 
one from the manufacturers and one from the 


which has now been effective for four 
years. Under this the seasonal surplus 


dealers. will check up, each month, the average 
price of New York 92 Score solid packed butter, 
as published by the U. S. Bureau o? Markets for 
that month and immediately inform all con- 
cerned what this price may be. Payment for all 
additional milk as above determined to be made 
according to the following schedules. 

No. 1. Producers who have been regular 
patrons of a receiving station, or regular shippers 
to a dealer, who have established a basic quan- 
tity during October, November and December, 
1921, are to receive the basic prices for basic 
quantity. For an amount of additional milk less 
than or equal to the basic amount, 82 Secre New 
York Butter plus 20 per cent. For all additional 
surplus above an amount equal to basic quan- 
tity, a price based on 92 Score New York Butter 
without the 20 per cent premium for the months 
of January, February, March, April, May and 
June. During July, August and September all 
shippers shall be paid for additional milk a price 
based on 9% Score New York Butter plus a pre- 
mium of 20 per cent. 

- No. 2. A. All former patrons at a receiving 
station or direct shippers to a dealer who make 
no milk through October, November and Decem- 
ber and who, therefore, established no basic quan- 
tity, if they resume shipping in January, Febru- 
ary and March, shall be paid a price for all their 
milk based on 92 Score New York Butter plus a 
premium of 20 per cent. This plan to continue 
until October Ist, 1922. 

B. If they fail to resume shipping until April, 
May or Jume they shall be paid a price based on 
92 Score New York Butter for the monzhs of 
April, May and June. For July, August and 
September the price to those shippers shall be 92 
Score New York Buiter price plus a premium of 
20 per cent. 

No. $. Men starting in the dairy business and 
who therefore have not established a basic quan- 
tity and desire to start to ship milk during any 
one of the first nine months of 192%, shall be 
allowed to establish a basic quantity by caleu- 
lating one half of the daily average of the amount 
produced by such shippers during the first thirty 
days of shipment and thereafter counting this as 
the basic quantity during the remaining months. 

No. 4 In case of tenants changing from one 
farm to another or farm owners selling out and 
repurchasing a farm elsewhere and who by this 
procedure change buyers of their milk, it is def- 
initely understood that the basic quantity estab- 
lished goes with the cows. 

No. 5. Special cases of one or mare producers 
changing to new buyers are open to agreement 
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formerly most, heavy during May and 
June has been almost eliminated 
through careful planning on the farm. 


between such producera, buyers and Interstate 
Milk Producers’ Association, 

This agreement covers all points in the terri- 
tory. Any of the three parties interested, that is 
the distributors, manufacturera and the Inter- 
state Milk Producers’ Association, reserves the 
right to ask for a conference to consider the situa- 
tion if it feels its interests are being jeopardized 
thereby. 

Example of the calculation of a Basic Quan- 
tity: 


THE ANNALS OF THE AMERICAN ACADEMY 


During the past year, for instance, the 
production in the Philadelphia Milk 
Shed has not varied more than 12 per 
cent at any time during the year? 


Farmer A produced 
2,100 pounds milk in October 
- 20090 “ o © November 
1,900 “e “ “ December 
Average for three months 2,000 pounds. 

E 3,000 pounds were shipped in May, or any 
other month, this would represent 2,000 pounds 
basic milk, to be paid for at the maximum or 
basic price and 1,000 pounds surplus, to be paid 
for as provided in the foregoing agreement. 


3 Proportion of Milk Produced by Farmer which was Sold at Basic Price. 
(Adapted from Survey, “Marketing Milk in Philadelphia,” U. S. Department of Agriculture, 1924.) 


y 





For each year two columns are shown. The first column was obtained by dividing the combined 
total monthly receipts of milk, purchased by the leading dealers in Philadelphie (constituting from 60 
to 70 per cent of the total supply), into the combined total quantity which these dealers purchased at 
the basic price. This shows what percentage of the total quantity was bought at the basic price. 
For some of the summer months, however, this is not a fair comparison. During 1920, for the months 
of May, June and July the basic amount allowed was 110 per cent of the amount established the 
previous fall and for August, 105 per cent. Likewise for July and August for both 1921 and 1922, 
110 per cent was allowed, and for September, 1922, 115 per cent. To place these months all on a 
comparable basis, they were reduced to 100 per cent, that is, the basic amount for the month was 
reduced 5, 10 or 15 per cent according to the month, and the resulting figure divided by the total 
amount for that month. The second column (corrected) shows the figures which accurately reflect 
the change taking place. It will be seen that for the average of the year or for the average of 6 or 9 
months the basic amount has proportionally increased, with a corresponding decrease in the surplus. 
This is particularly significant for the months of April, May and June—the months of large surplus. 
For each of these months the corrected figures for the years 1922 and 1923 show marked increases over 
the years 1920 and 1921. The data show clearly the effect of the basic-surplus price plan upon the 
Philadelphia area—that it is tending to make the supply of milk more uniform for the whole year, 
taking out a part, at least, of the summer surplus. 


“ie 
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It was early found that there were 
apt to be wide variations from time to 
time between the price paid for farm- 
ers’ milk in two different cities which 
obtained their supplies in contiguous 
territories and in some cases in the 
same territory. After careful analyses 
of the milk supply of the Philadelphia 
Milk Shed, adjustments were made in 
the prices in the smaller cities and 
towns within this Shed so as to keep a 
proper relationship or differential be- 
tween the prices in the smaller towns 
and the price in Philadelphia. It was 
found that if this differential was fixed 
at approximately the freight rate to 
Philadelphia. a mutually satisfactory 
arrangement could be reached. With 
certain variations and changes from 
time to time, this policy has been 
pursued and is now firmly established 
as part of the practice of the industry 
in the Philadelphia territory. 


PHILADELPHIA INTERSTATE DAIRY 
COUNCIL 


Prominent dairy leaders in the “ In- 
terstate” and among the Philadelphia 
distributors gradually realized that 
there was a social obligation as well as 
a business opportunity, which both 
producers and dealers were neglecting. 
Milk has long been recognized as a 
vital human food, but the recent dis- 
coveries in the field of nutrition empha- 
size much more fully the great impor- 
tance of milk as an all-important factor 
in the human dietary. Out of this mu- 
tual interest and concern has grown the 
Philadelphia Interstate Dairy Council, 
an educational organization financed 
by the industry and managed by an 
executive committee representing pro- 
ducers and distributors, acting in con- 
junction with an advisory committee 
on which are representatives of the 
various health, welfare and educa- 
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tional agencies which are, for one 
reascn or another, particularly inter- 
ested in the’ milk problem of our 
large cities. 

The Philadelphia Interstate Dairy 
Council started operations in January of 
1921. At the present time it has forty- 
three employes and does educational 
work in Philadelphia and other cities 
and towns throughout the district. 
The new health program of the Amer- 
ican health organizations includes milk 
as one of the eight important health 
rules, so the Council recognized that 


‘it could best serve the purpose for 


which it was formed by co-operating 
in this modern health movement and 
preaching the food value of milk in its 
proper relationship with the other 
health rules, as well as the proper place 
of milk and its product in a well-bal- 
ancec. diet as recommended by author- 
ities such as Dr. E. V. McCollum and 
others. A broad platform of this kind 
had enabled the Council to co-operate 
extensively in the school health pro- 
gram. During the past year it gave 
over $6,000 worth of free milk for 
the use of undernourished children 
in special nutrition classes in Phila- 
delphia, Lancaster, Chester and Read- 
ing. Lectures on foods have been 
given before parent-teacher meetings, 
woman’s clubs, and similar groups, 
while cooking demonstrations have 
been given to groups of mothers wher- 
ever they could be conveniently as- 
sembled. 

Recognizing the importance. of the 
drametic presentation of its message, 
a force is regularly employed to co- 
operate with the schools in the presen- 
tation of health plays by the children 
before the school assemblies and groups 
of parents and interested friends. A 
general publicity bureau is regularly 
maintained and furnishes publicity 
material through the press, motion 
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pictures, fairs and, other worthwhile 
agencies. 


QUALITY IMPROVEMENT AND RESULTS 


The Dairy Council early realized 
that it had an obligation to society in 
attempting to educate the farmers with 
regard to the importance of improved 
sanitary standards on the farms, so that 
the public could be guaranteed that 
Philadelphia was getting the very best 
possible quality milk supply. A Qual- 
ity Control Department was estab- 
lised with at first one worker. This 
work grew until there were last year 
four men making tests of the farmers’ 
milk at country plants and holding 
meetings with groups of farmers where- 
ever they could be successfully assem- 
bled. During one year over 25,000 
farmers were reached through these 
meetings. A year ago it was felt that 
this educational work had now pro- 
ceeded far enough so that the industry 
itself could set up minimum standards 
for the production, collection and dis- 
tribution of milk voluntarily enforced 
upon its members and thus guarantee 
to the public still further the quality 
of the product. This pioneer quality 
improvement work is unique. 

The members of the Interstate Milk 


Producers’ Association, at its annual. 


meeting in 1928, agreed to be governed 
-by a set of regulations which had been 
submitted to them in advance for 
approval. All co-operating dealers 
agreed to the same procedure. The 
Quality Control Department of the 
Dairy Council was designated as the 
enforcement agency. Its force was 
increased at once to ten men. Before 


‘Suamasry or Damy Counom Work ror 1924 


Window erhibits..... ........ 244 days 
Literature distributed. .... ... .... 600,000 
Moving picture attendance......... 500,000 
Attendance at lectures, cooking dem- 
onstrations, ete,... 2 2.2... uan 210,000 
Attendance plays and talks...... .. $23,000 
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June, 1924, 12,000 temporary permits 


to ship milk were issued to farmers. 
By November 1 over 12,000 farms had 
been visited and their proprietors 
given instructions with regard to im- 
provements needed. Already after 
six months operation of the new system 
of voluntary sanitary control, a number 
of farmers have permanently discon- 
tinued shipping because they would 
not meet the requirements. A some- 
what larger number have voluntarily 
done so because they could not re- 
arrange their barn and dairy in a sat- 
isfactory way. More than 2,000 new 
milk houses have been built. More 
than 25,000 new sanitary milking 
pails are being purchased and 15,000 
barns are regularly whitewashed for 
the first time. 

The co-operating milk distributors, 
too, have not been unmindful of their 
obligations toward quality improve- 
ment. All of their country plants are 
regularly inspected by the same force. 
Improved mechanical ‘can washers are 
installed as regular equipment. A few 
plants have been condemned and aban- 
doned because of such items as an in- 
adequate water supply or antiquated 
construction. 

Definite results of the. quality im- 
provement work are as yet not fully 
apparent. Such a movement has a 
cumulative value. Its progress must 


necessarily be like that of a snowball 


as it gathers momentum in an aroused 
supporting public opinion in the coun- 
try communities, and in a public con- 
fidence in the city. 

Results already attained, however, 
give ample evidence of the soundness 
of the principle of self-determination 
and self-government applied to the 
regulation of an industry, and what is 
far more significant, they justify the 
confidence that was placed in the farm- 
ers and dealers to carry out the provi- 


sions of the regulations in their daily 
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Marxetine From Minx IN PHILADELPHIA 


work, These provisions entail a con- 
siderable additional financial burden 
for many farmers, but we hear little 
or no complaint. Occasional non-co- 
operators, when the facts become 
known, soon feel the weight of an in- 
dignant public opinion. Helpful with 
suggestion and actual glemonstration, 
sympathetic with difficulties, patient 
with ignorance, fair in judgment, the 
fieldman of the Dairy Council can 
count practically every farmer his 
friend. Through these relationships 
the Dairy Council gains 100 per cent 
loyalty and can number as its “in- 
spectors” the operator of almost each 
and every farm supplying the city. 
Contrast the spirit of this relation- 
ship with that under a system of public 
milk inspectors under the jurisdiction of 
a city board of health, no matter how 
wisely regulated or how leniently ad- 
It must be recognized that the vital 
factor in the success of this quality im- 
provement campaign has been the 
Interstate Milk Producers’ Associa- 
tion. The members through eight 
years of marketing experience had be- 
come convinced that such a program 
was fundamental to a sound market- 
ing system. They recognize the right 
of the consumer to demand a quality 
product and that the opportunity to 
produce such a product is theirs only 
in so far as they are willing to and do 
comply with the highest standards of 
quality that are possible under ordinary 
conditions of production and distribu- 
tion. The quality improvement work 
cannot be considered in any other 
light than that of an integral part of the 
whole Philadelphia milk marketing 


idea, as worked out by the Interstate ` 


Milk Producers’ Association with the 
co-operation of the distributors to 
whom its members are selling milk and 
with the advice and guidance of Dr. 
Clyde L. King. 
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At one milk plant last year there was 
sometimes as much as two to three 
thousand pdunds of milk rejected 
daily during the summer period be- 
cause of inadequate cooling on the 
farm. This year, after the farms had 
all been visited, the rejection did not 
amount to more than two hundred 
pounds. Buyers are noticing better 
milk from all sections as indicated by 
the various ordinary tests by which the 
sanitary quality of milk is judged. 


Some Present Day PROBLEMS 


Many problems remain to be solved. 
Concrete roads and insulated glass 
lined tanks on trucks and railroad cars 
are helping to reduce the cost of trans- 
portation, helping to reduce losses due 
to waste and spoilage in trensit and 
when increased population and con- 
sumption requires it, are aiding to en- 
large the Philadelphia Milk Shed. 
The erection of new concrete roads and 
the change im price relationships be- 
tween fluid milk and milk products is 
bringing about some relocations and 
Teadjustments of plants and truck 
routes. The increasing demand for 
higher grades of milk, showing an in- 
creased discrimination in milk buying 
on the part of the public, creates a new 
problem of grade standardization that 
awaits a more complete agreement. 
These problems are already being 
studied. The industry is now so organ- 
izej that it can care for them. 


Rrsurrs 


It is not difficult to show the results 
of the co-operative activities of the 
fluid milk industry in Philadelphia, 
for we can get comparable figures on 
which to base a comperative estimate. 
It has done certain things denoting 
real social and economic progress, 
which are recognized by those familiar 
with the situation. Philadelphia has 
been receiving a satisfactory supply. of 
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milk at a lower price to the consumer 
than that in corresponding markets in 
other great centers. Dufing the same 
period the farmers have received as 
much or more than the corresponding 
price received by farmers in the same 
group of comparable fluid milk mar- 
kets. The quality of milk from every 
standpoint—palatability, food value, 
and sanitary standards—has been 
greatly improved. The consumption 
of milk has shown fairly satisfactory 
increases year by year. 

If we should strike a balance and 
endeavor to determine what are the 
net results of the last eight years’ de- 
velopment of the Philadelphia fluid milk 
industry, the resultant figures that re- 
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main on the right side of the ledger are 
immediately divisible into two classes: 
(1) the immediate financial returns, 
fair prices to producers, a satisfactory 
financial situation for the distributor 
and low prices to consumers; and (2) 
a definite practical method for an in- 
dustry to permgnently solve its inter- 
related problems and at the‘same time 
discharge its obligation to society,— in 
the case of the producer and distribu- 
tor of the morning’s milk, a partic- 
ularly solemn responsibility. 

This experience is at once an answer 
to those who would question the fair- 
ness and stability of the present eco- 
nomic order and a challenge to other 
groups to give it an honest tryout. 


Supply and Price Interactions in Farm’ and 
City Products 


By H. A. WALLACE 
Editor, Wallace's Farmer, Des Moines, Iowa 


ANY serious-migded people in 

this country cannot understand 

why farmers in times of depression are 
so easily led to believe that price fixing 
of farm products may be a good thing. 
Economists firmly grounded in the 
teachings of Smith and Mill instinc- 
tively feel that price fixing is imprac- 


tical and even though it may work for a 
short time, in the long run it is almost 
sure to bring disaster to those who 
thought they were being helped. 

In this article the interactions of 
supply and price will be examined for 
corn, hogs, potatoes, pig iron and coal 
for the period 1882-1918. This study 


TABLE I—Pxrecentace Deviations FROM THE TREND 
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brings out in, concrete quantitative 
fashion what farmers have been instinc- 
tively feeling for the past 60 years: that 
there is one law of supply and demand 
for city products and another for farm 
products, 

The table on p. 248 gives percentage 
deviations year by year for both price 
and yield for the three farm commodi- 
ties and the two basic commodities 
used in manufacturing. In the case of 
corn and potatoes the deviations are 
from a curved line of secular trend as 
figured by H. L. Moore and presented 
in the February, 1921, issue of the 
Quarterly Journal of Economics. The 
yield ‘deviations for pig iron and coal 
are also from the same source. I have 
myself figured the price deviations of 
pig iron and coal, using the same type 
of secular trend as a base. In the case 
of hogs I have used the winter packing 
figures of the Price Current Grain Re- 
porter and have used for the secular 
trend two straight lines, the two over- 
lapping in the decade of the nineties 
and being united into one figure by a 
system of weighting. The final re- 
sults are substantially the same as 
though a curve had been used. 

Using the deviations as presented in 
Table I as a starting point, curved re- 
gression lines of the type y = a-+ ba-+ cat 
were calculated for each of the five 
products. The price deviations were 
used as the dependent variable and the 
yield or supply deviations as the in- 
dependent variable. The respective 
equations were as follows: 

Corn: 

Price = —2.05—1.26 yield +.0157 yield? 
Potatoes: 

Price —3.74—1.55 yield +.0206 yield? 
Hogs: 

Price = —5.47—.79 yield +.017 yield ® 
Pig iron: 

Price =4.2-+.835 yield —.01812 yield * 
Coal: 
- Price =1.85-+1.29 yield —.0876 yield? 
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Expressing these formulae in tabular 
form we get Table II. (See next page.) 

It will be seen from Table IT that a 
shortage of more than 26 per cent in the 
supply of corn, hogs or potatoes tends 
to raise the price by more than 25 per 
cent. There really was a strong tend- 
ency during the 1882-1913 period for 
small crops of corn, potatoes and hogs 
to sell for a greater total than large 
crops. The prices predicted from the 
curve of influence of yield on price cor- 
relate with the actual prices as follows: 


SOT E eet Skee T7 
Potatoes............. 91 
HOGS. obesas cn’, pes 72 
Pig iron 4 ck daawen ad 57 
Coal... wate aah Sas 59 


The outstanding feature of the situa- 
tion is that with pig iron and coal the 
greater the production, the higher the 
price. Of course this is an economic 
absurdity. It cannot be true even 
though we have perfectly good figures 
for the years 1882-1913 to prove it. 
Of course the truth of the situation is 
that with most mined or manufactured 
commodities prices come first and sup- 
ply comes second. In agriculture, sup- 
ply sets the price. In industry, price 
sets the supply. Philosophically it was 
a statistical mistake to look on price as 
the dependent variable and supply as 
the independent variable in the case of 
pig iron and coal. 


Tap FUNDAMENTAL DIFFICULTIES 


Forgetting the details of statistical 
method for the remainder of this article, 
we shall endeavor to point out the fun- 
damental difficulties in the farm situa- 
tion. In the first place in agriculture 


1 Please note that since these correlations are 
between predictions from the regression curves 
and the original price deviations, they must needs 
be positive in every case. Of course the regres- 
sion curves for the agricultural products have a 
negative slope. 
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TABLE I i . 
Ss SSS EE SS eS eee 
Deviation in Prices Indicated by Formulae for Yield Deviations 


Deviation in Yield 
Fer Cent Corn Hogs Potatoes | Pig Iron Coal 

RP oth, dugseget “oh oan è 
AO a hee iia oeira 
e288 S N ET 
86... Base c guurd aces 
BR pce. E E 58 42 —45 
—S82., 55 87 —4] 
a! | aa a aaan 50 34 —87 
98 oe Seeks aaen 46 80 —83 
—26.. 4] 27 —80 
SS aaa 87 28 45 —26 
— ech et, ou ema ee 88 21 40 —28 
20... 80 18 85 —20 
118.. Pek da. Bex 26 15 $1 —17 - 
—16..... 0... ce ane 22 12 27 —14 
at ens 19 9 22 —11 
POTD coin: ce nna, eben 15 6 18 —8 —20 
PI coe. tamecyiias 12 4 l4 —6 —15 
EB ee ee aa EA 9 2 18 —4 —11 
SC ev sastacis aea 6 0 6 —1 —8 
Achat wis teat 3 —2 8 1 —4 
-N 0 — 4, J 2 —1 

Ds pie Sasi a —2 —5 -A 4 1 
PR laana aaa ees —4 —7 —7 6 4 
Ee Pee eee ae .—7 -8 |! —10 y 6 
m i aii E wiemadinabios —9 —9 —12 9 8 
St. eT ee ene eee ee —11 —I11 —14 10 9 
PAO bee. ead —14 =} — 17 l 10 
AND Ned dieser eaa —15 — 18 —19 12 11 
a Fa aae —17 —13 —21 12 ` 
Se ee —18 — 18 —23 18 
cb: eae aeran —14 —25 13 
OD eu tes tae Tan a ae —14 — 26 14 
Se ae ar ee l —28 14 
E T EEE ' —29 14 
26.. tee tees. Wal ; — 30 14 
EPR cere de solu he —81 18 
PSD ae eesia, Bute — 32 . 18 
ea ee ee 12 
a ae eee are 
+86........0000. 
+38 2.0.2.0. 
FAOren. ee atk 
HAP EOE ETE O EATS 
A K EAE O 
EAO ric th wise? ee 
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there are millions of small units freely 
competing. Supply determines price. 
There have been no concerted efforts to 
determine the price first and then to 
mold the supply to fit that price situa- 
tion. Pcssible exceptions to this rule 
comprise only a few minor commodities 
such as raisins and tobacco. Farmers 
find it difficult to follow in the footsteps 
of the industrialists in molding supply 
to price for the following reasons: 

(1) There are a thousand times as 
many farmers producing staple farm 
commodities as there are industrialists 
producing coal, iron, ete. 

(2) Farmers are separated by dis- 
tance, prejudice and ignorance. 

(8) The size of the supply of farm 
crops depends largely on weather and 
to a lesser extent on insects and dis- 
eases, over which very little control can 
be exercised. 

(4) Farmers for the most part havea 
large number of middlemen between 
them and the consumer and these mid- 
dlemen feel that it is their function to 
determine farm product prices rather 
than the farmer. 

(5) There are many types of farmers 
producing the same commodity. Cer- 
tain poor tenant farmers and owners 
with large mortgages may be willing for 
a time to sacrifice completely a decent 
white man’s standard of living in order 
to produce and sell on a demoralized 
market at far less than a reasonable 
cost of production. Imagine the cha- 
otic price situation in pig iron if each 
workman had a few tons to sell and if he 
sold them on the basis of his individual 
necessities rather than the general pig 
iron situation. 

Industrial concerns from time to time 
have met many of the farm difficulties 
just enumerated. In new businesses 
there have been times of cut-throat 
competition with the weaker concerns 
setting the pace and bringing ruin upon 
themselves and, temporarily, hard 
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times on the entire industry. But in 
every industrial situation of this sort 
there is eventually stabilization accom- 
panied oftentimes by merging of big 
corporations. There is careful cost 
accounting and usually tacit price 
agreements. ‘This is not the free com- 
petition visualaed by the classical econ- 
omists. Nevertheless, the “live and 
let live” policy adopted by most sta- 
bilized industries is looked on as being 
beneficent and better for all concerned 
than free competition. 


STABILITY FOR FARMER 


The farmer is still engaged in cut- 
throat competition with his fellows. 
He gambles continually on weather, 
pests and prices. For all his risks, the 
capital he uses has never brought the 
same rate as capital employed in indus- 
try, and his labor has not brought the 
same return per hour as labor employed 
in industry. And yet the hunger of 
men for land and for the seeming inde- 
pendence of the great open spaces has 
been so great that we do not Jack for 
farmers in the United States. More- 
over, there has been the lure of a possi- 
ble speculative profit as a result of the 
higher land values. 

‘The true farmer is no business man 
and has no desire to be one. His great 
joy is and should be in the efficient 
production of high quality crops and 
livestock. Farmers of this sort can 
furnish the backbone of a fine and en- 
during civilization, provided they are 
not unduly harassed by wildly fluctu- 
ating prices of farm products and farm 
land. They need the same price cer- 
tainty in their business as industry has. 
A comprehensive type of insurance 
must be worked out to take care of the 
weather hazard. Prices must be used 
more and more to determine the vol- 
ume of the supply instead of the reverse 
as we have it today. 

Now it is conceivable that both the 
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crop insurance situation and the price 
situation may eventually have to be 
handled under government supervision. 
The people who are sticklers for things 
as they always have been can see noth- 
ing serious in farmers producing under 
one type of supply and demand, whereas 
industry produces der another 
type. They do not realize that the 
farmers are 100 years behind labor and 
capital in their organization and that 
there is no immediate prospect of 
farmers closing up the gap. None of the 
myriads of farm co-operative organiza- 
tions have been able to work out as 
effectively as the pig iron and coal 
people the problem of letting price de- 
termine the volume of production. 
Producing food is handled today on a 
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totally different economic thecry than 
producing industrial préducts. As to 
whether a satisfactory agricultural civi- 
lizat-on can be built up under such a 
situation is doubtful. The’ tendency 
for the people in the cities will be to 
avoid any careful study of this problem. 
They are interested in an ever more 
powerful industrialism, even though -t 
may mean peasantry on the farms. 

Individuals are concerned only with 
the possible events of the next 50 or 60 
years. Governments should take into 
account the possibilities 100 or 200 
years hence. Can the government of 
the United States afford to let our 
farmers battle in their own inadequate 
way with the double hazards of weather 
and price? 


‘Fitting Production to the Market 


: By Roperrt J. McFaun 
Massachusetts Agricultural College 


HE business of farming, even un- 

der the best of management, is un- 
able with complete success to adjust 
its production to the changes in market 
demand. The extreme influence of the 
weather and the long time necessary to 
alter a farming program make the 
quantity of agricultural production 
very inelastic in its response to market 
conditions. Fortunately for the farm- 
er, the fluctuations in consumption of 
food products are not so severe as are 
the variations in demand for some 
other less constantly necessary com- 
modities. Nevertheless, recent history 
has shown emphatically that there are 
rea] changes in the effective demand for 
our iarm products, not only as regards 
total quantity of all products, but also 
shifts in demand from one product to 
another and from one quality or class 
of product to another. Many of these 
changes, moreover, are sufficiently slow 
in their movements to make corre- 
sponding modifications in the agricul- 
tural production program at least par- 
tially possible. The near future also 
promises changes in the demands for 
food products which may be antici- 
pated and met by changes in produc- 
tion. 


EXPANSION THROUGH ACTUAL 
DEMAND 


' One of the most important principles 
in marketing is the desirability for the 
programs of production and aggressive 
sales to meet the real demands of the 
market. In many industrial lines new 
demands can be constructed and old 
ones greatly enlarged through adver- 
tising. In such successful cases the 
potential demand was in existence, as 


many unsuccessful sales campaigns 
testify. Whey we turn our attention 
to the market for farm products, par- 
ticularly foods, we find less true oppor- 
tunity for building up increased total 
demand through advertising and re- 
lated marketing policies. One food 
may capture the market for another 
food, but there is little chance of stim- 
ulating a demand for more food. Asa 
nation we are already the heartiest 
eaters on the globe. The “submerged 
tenth’? may be undernourished, but 
new demands of consequence cannot 
readily be successfully cultivated in 
that quarter. And there does not seem 
to be sufficient tendency toward over- 
eating in the nation to afford a success- 
ful basis for any material expansion in 
the per capita consumption of one food 
excepting at the expense of the sale of 
another food.! 

If it be a fact that attempts to in- 
crease demand for particular food prod- 
ucts reduce themselves to practically ` 
nothing else than an expensive form of 
competition between farmers to cap- 
ture the same demand and the same . 
dollar, it must necessarily be that this 
is the wrong way to attempt to fit to- 
gether the production and the market. 
The better way is for the producer to 
study his market and shape his produc- 
tion to meet the existing demands, 
limiting his advertising program to the 
direction of attention to the desirable 
products. 

A few years ago it was charged 
against our exporters of merchandise 
that they failed to study the foreign 


1 Taylor, A. E.; “Consumption, Merchandising 
and Advertising of Foods,” Harvard Business 
Review, April, 1924, pp. 282-295. 
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demand and attempted to ship merely 
a surplus of goods which they happened 
to have for sale. An example was 
given of the shipment of collars marked 
in inches to South America where only 
the metric system was known. This 
was a “horrible example” used by the 
teachers of foreign marketing. It 
would not be difficult to find many such 
examples tcday in the field of domestic 
marketing of farm products. It is 
hardly an exaggeration to say that the 
main call for marketing advice since 
1920 has been for help to dispose profit- 
ably of farm products produced with- 
out any real idea of what the market 
wanted in quantity and quality. The 
farmers have produced what it suited 
their personal notions to produce and 
then called for marketing panaceas to 
help them dispose of their products at 
& profit. 

The idea is slowly gaining ground 
that, especially in agriculture, good 
sense dictates that the demand must 
first be ascertained and that the best 
efforts must then be made to meet the 
quantity and quality called for in that 
demand. It will be difficult ever to 
make the quantity of production meet 
the demand with any great degree of 
nicety, unless the weather can be fore- 
told with an accuracy unknown at pres- 
ent. Relative demand for the various 
farm products can, however, be met 
more closely than has been the case in 
the past and quantity adjustments are 
by no means impossible. The quality 
of products and their preparation for 
the market are continuously being fit- 
ted more closely to the true demand. 
The U. 8. Department of Agriculture 
is doing excellent work in presenting to 
our farmers the demands of the foreign 
market. The Massachusetts Depart- 
ment of Agriculture is doing some valu- 
able work in ascertaining the facts re- 
garding its local market demands and 
presenting them to local farmers. 
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These are but samples of real effort 
directed to the sofution“of this general 
problem. ° 

Tae real basis for an expansion of 
outlet at home for farm products lies in 
the -ncrease in our population. About 
1,500,000 more mouths are added to 
the consuming population each year. 
The resulting increase in domestic de- 
mard bids fair to absorb the equivalent 
of all our food production. In fact, as 
already noted elsewhere,'* for two years 
befcre the war and again this last year 
the home demand has absorbed some- 
what more food than the domestic pro- 
ducżion; exports have been more than 
offset by imports. Even when imports 
are disregarded, only 17 per cent of our 
crop area was devoted to the foreign 
market on the average during the years 
1914 to 192.2 Since this period in- 
cludes a number of years of very great 
export, it may be assumed that nearly 
90 per cent of our farm land today is 
devoted to the home market. On the 
whole, during the past twenty-five 
years the growth of our population has 
exczeded the rate of increase of cur 
farm products. 


Ratio or Foop PRODUCTION to 
POPULATION 


In view of the very pessimistic ideas 
so popular of late on the possible 
early shortage of the food supply to 
mest the needs of our growing popula- 
tion, it is necessary to insert a few 
words of caution here to avoid a pos- 
sible misunderstanding. It is quite 
unsafe to draw the ordinary conclusions 
from many of the data frequently used 
for such a purpose. The fact that agri- 
culture has already spread itself over 
mcst of the best land in the country 
dos not prove that expansion of food 
production is near an end. Nor does 
the failure of crop area and livestock 

la P, 129, infra 

Agriculture Year Book, 1928, p. 457. 
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population exnansion to keep pace with 
the increase of the human population 
prove a sure decrease in the per capita 
food supply. Crop acres and livestock 
population statistics are poor indexes of 
food production throughout a long 
series of years. We have pointed out 
elsewhere that the French meat pro- 
duction about doubled from a very 
slightly increasing cattle population in 
a period before the war. Food pro- 
duction has more nearly kept pace with 
population growth in the United States 
than popular indexes of the situation 
would indicate. Dr. L. C. Gray and 
collaborators have shown that by 
adopting even the average productiv- 
ity of the lands in Germany, France, 
Belgium and Great Britain a popula- 
tion of 850,000,000 people could be 
maintained, or, if we cropped as inten- 
sively as Germany, and adopted her 
prewar standards of living, which were 
almost equal to our own in the per cap- 
ita use of calories, we might possibly 
feed 574,000,000 people* As we have 
already shown in the pages of The An- 
nals,‘ it is highly probable that other 
factors limiting our population growth 
will be more rigid than the one of food 
supply. Dr. Raymond Pearl accepts 
such a possibility and sets a limit on 
the probable population of the country 
of less than 200,000,000.5 

Such highly credible estimates lead 
us to conclude that it would be physi- 
cally possible, even with our present 
knowledge of agricultural technique, to 
expand our food production more rap- 
idly than the domestic demands are 
likely to increase. Nor is there any 
real proof that such an increase would, 
if conducted gradually, cause an un- 
wonted increase in the cost of the prod- 
ucts. The readiness with which the 


2 Agriculture Yearbook, 1923, pp. 497-498. 

4 Annals, March, 1924, p. 257. 

5 Pearl, Raymond. The Biology of Growth, 
The Amcrican Mercury, Nov., 1824, pp. 293-805. 
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nation’s farms developed their output 
during the war with millions of men 
under arms and the factories out-bid- 
ding for the labor that was available, 
shows the present potential capacity 
for expansion of farm production. 
However, there are other reasons which 
lead us to suppose that the expansion of 
farm output will tend to lag behind the 
increase in the domestic demand and 
that, accordingly, the home market 
will be the main one to which our farm- 
ers must cater. These reasons are 
based upon factors which we anticipate 
will control our international trade. 


Forman MARKETS AND HOME 
EXPANSION 


The whole matter of international 
trade is more intricate in its inner spurs 
to activity than is sometimes supposed. 
Why is Denmark an exporter of food- 
stuffs and England an importer? Brit- 
ish farming lands are superior to the 
Danish and England was a leader in 
agricultural technique when Denmark 
was just thinking of the possibilities of 
modern farming. In the last half cen- 
tury the agriculture of the one nation 
has progressed rapidly, that of the 
other has declined markedly. The 
reason lies not in the direct physical 
possibilities of farming in the two coun- 
tries, but in the balanced forces of in- 
ternational commerce and the many 
intricate factors which actuate these 
forces. 

It is an accepted fact in the science of 
commerce that trade cannot move in 
one way alone. In common thought 
this elementary law is often neglected. 
Exports necessitate imports. 

It is just as true that when a nation 
develops its industrial and commercial 
life to the point where a foreign market 
is necessary to afford an outlet for full- 
time activity, a large place in such for- 
eign markets will be held by newer 
countries who are in a position to ex- 
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port food and other agricultural raw 
materials. The only possible result is 
that the industrial nation must accept 
farm products in return for industrial 
goods and commercial services. Eng- 
land has chosen to develop her indus- 
trial and commercial life. The choice 
was thrust upon her by natural re- 
sources and other omic forces. 
Accordingly, so long as there are lands 
specializing in farming and so long as it 
is profitable to expand the output of 
the industrial “machine” to the point 
where these agricultural lands must af- 
ford a market, just so long will a nation 
such as England be a food importer. 

Nations such as Denmark and the 
Argentine, which have practically no 
power and other essentially industrial 
raw materiels, must expand their farm 
exports, if they expand commercially at 
all 


We have spoken of foreign lands, 
partly to make more clear the foreign 
situation, but largely to illustrate more 
clearly the possibilities in our own posi- 
tion. The greatest single factor which 
determines what elements will be most 
important in the outside commerce of 
any country is the comparative ability 
of that country to supply various goods 
and services. Here the primary com- 
parison is not between countries. It is 
strictly a domestic comparison. A na- 
tion supplies those things for export 
which it can supply more effectively 
than other possible claimants for ex- 
port. The immediately determining 
factor in pushing one thing at the ex- 
pense of another is the economic organ- 
ization of the country. Back of that 
are natural economic facilities and raw 
materials. 

The United States is peculiarly well 
supplied with natural economic advan- 
tages for an expansion of the industrial 
and commercial side of our life. Itisa 
question if any other nation has natural 
advantages which can equal ours in this 
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direction. Many other nations are so 
situated that agriculture is their mest 
profitable oppertunity. Our farm re- 
sources are as yet more magnificent 
than many pessimists, allow, but they 
are overshadowed by our opportunities 
in other directions. Moreover, even 
with equal national opportunities for 
expansion between farming and urban 
industry, the latter would take the 
lead, for it offers the best outlet for the 
organizing ability of our men of busi- 
ness genius. 


CATERING to Homme DEMANDS 


We are accordingly driven to the 
conclusion that our agricultural devel- 
opment will follow behind our indus- 
trial and commercial development and 
that the future offers a better promise 
for agriculture to cater to the demands 
of a prosperous population in our own 
lanc than to battle for a large share of 
the export trade in competition with 
the stronger forces of our industries. . 

This does not mean that all farm ex- 
ports will disappear. Some particular 
commodities will have peculiar advan- 
tages on the world’s markets. The 
questions related to particular products 
are discussed elsewhere.§ It does mean, 
however, that the main market demand 
which our farmers and their advisors 
should study is the heme one rather 
than the more alluring one in distant 
lands. It is to this domestic demand 
that quantity, type and quality of our 
production should be adjusted. From 
the public standpoint the adjustment 
should include a surplus margin of 
safety to insure ample home supplies. 
The interests of the farmers probably 
sugzest that the surplus should not be 
general but consist in those products, 
already discussed, which we may con- 
tinue with profit to supply to the for- 
eign market. On such a program a 
rate of expansion of agriculture com- 

* See page 154. 
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parable to that of the last census decade 
would be required. ° 

It is probable that the home market 
will in the long run offer better prices 
than that of foreign countries. The 
studies of the National Bureau cf Eco- 
nomic Research show clearly that the 
average level of income is much higher 
here than abroad. A study of the re- 
lation between prices and averege in- 
comes by communities doubtless would 
show that the areas with the highest in- 
comes offered the best potential mar- 
kets. Dr. Gray speaks of the “straw 


man,” of the saving to the farmer of ° 


freight charges when any commodity 
changes from dn export to an import 
basis." In its popular form this idea 
contains nil fallacies, but the rapid rise 
of domestic beef prices as compared 
with foreign beef prices in the decade 
before the war, when our export was 
disappearing, indicates that there is a 
very stout stick in the straw to support 
the “straw man.” Whether or not the 
resulting higher prices bring greater 
profits to the farmers is another ques- 
tion. 

The character of our home demand. 
becomes of large interest if we admit 
that its expanding quantity will dom- 
inate our agricultural situation. The 
character in general consists in a desire 
for foods having the more appetizing 
qualities. As a nation we do not tend 
toward a monotonous diet, nor would 
we be at all satisfied with a diet merely 
because it contained sufficient calories. 
We are not heavy consumers of cereals, 
but we are heavy consumers of animal 
products in general, and fruits and 
fresh vegetables, which necessitate a 
large use of agricultural effort per cal- 
ory in production. 


Muar CONSUMPTION 


It has frequently been stated re- 
cently that our meat consumption is 
T See page 164, infra. 
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falling. This unwarranted assumption 


has been based upon too superficial- 


study of the available statistics. Offi- 
cial data on per capita consumption of 
meat were started as late as 1907. 
This is unfortunate, for conditions 
have contained many disturbing fac- 
tors ' since that time. Comparisons 
between the consumption in 1907 and 
in 1921 are misleading. In 1907 the 
production of animal products was 
above the average for the period and 
the purchasing capacity of the masses 
was comparatively high for the average 
of that year. In 1921 the livestock 
population was below its general trend 
and so also was the popular purchasing 
capacity. A much more enlightening 
comparison is between 1907 and 19283. 
In the latter year the livestock popu- 
lation was not so far above its normal 
as in 1907. The popular purchasing 
capacity was more comparable with 
the earlier period. In 1923 the per 
capita consumption of meat and lard 
was 183.4 pounds as against 179.8 
pounds in 1907. The gain was all in 
pork products. During the earlier 
part of the period beef consumption 
was discouraged by the very rapid rise 
in price which occurred, when the 
western range became limited, attach- 
ing beef production more closely to true 
agriculture than to the “mining” of 
natural resources, and changing our 
export surplus to a net import. More- 
over, beef consumption’ in particular 
has in the past few years been subjected 
to a great deal of antagonistic propa- 
ganda, part of which has been paid 
for out of public funds voted for the 
development of agriculture. Never- 
theless, with all these handicaps, the 
amount spent on beef, its purchasing 
capacity deflated to a common level, 
has only decreased by 6 per cent from 
1907 to 1928. 

The actual increase in consumption 
of meats and fats in the last eighteen 
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years has come with about the same 
export in the two years and a declining 
number of livestock per capita of the 
‘human population. This fact shows 
clearly that the numbers of livestock 
are but a faulty index of the production 
of meat. As in France, the meat pro- 
duction per thousand live animals 
counted on the farms ‘has risen mar- 
kedly. 

This very slight increase in consump- 
tion of meat products in the last two 
decades is superimposed upon what 
probably would be recognized as a very 
marked increase in the preceding half 
century, were the statistics available to 
picture the situation properly. In the 
nineties the number of livestock per 
capita of the human population was 
the same as in 1850.8 Statistics are 
not available to show the changes in 
meat production per thousand head in 
the flocks and herds, but ample evi- 
dence shows that during that period, 
with the passing of the light Texas steer 
and the greatly reduced slaughtering 
age of the typical meat animal, and 
consequent increase in proportion of 
animals slaughtered each year out of 
the herds, the production of meat has 
very greatly increased. This increase 
of production must almost certainly 
have been sufficiently great to allow 
for the export of from 10 to 16 per cent 
- at the end of the period, and a material 
increase in the consumption. 

The sugar statistics show clearly that 
the consumption of this enjoyable food 
has been very greatly increased.* Sta- 
tistical data are inadequate in other 
directions to show the situation very 
clearly. However, there has probably 
been an increase in the use of dairy 
products and of fresh fruits and vegeta- 
bles other than the rougher potatoes. 
Modern storage and transportation 
facilities have given these latter prod- 


8 Agriculiure Yearbook, 1928, p. 489. 
* Agriculture Yearbook, 1923, p. 846. 
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ucts a wider use throughout the year. 

All of these products, unless possibly 
sugar, call for a larger use of agricul- 
tural employment per calory than the 
coarser foods. This is greatly to the 
advantage of the farmer, for it increases 
the demand for his services. This ex- 
pansion of demand for more elaborate 
services has corresponded roughly with 
periods of rising city wages. During 
the latter part of the last century the 
rise of wages was most marked, Un- 
fortunately for the farmers, the great 
increase in farm production obscured 
this advantage at that time. During 
the last three decades the rise of wages 
has been less marked in comparison 
with the changed value of the dollar. 

Nevertheless, over the ups and 
downs of the period, the purchasing 
power of wages has increased somewhat 
per unit of effort 1° and some advantage 
thereupon has accrued to the farmer. 
Studies conducted in Boston # on the 
purchasing habits of consumers show 
clearly that the use of the foods requir- 
ing most agricultural energy per calory, 
such as animal products, are sought af- 
ter more keenly among the better paid 
elements of the population. In other 
words, this underlying factor in de- 
mand is true in comparisons made at 
the same time among different elements 
of tne population as well as during his- 
torizal developments. 


Future OUTLOOK 


What the future will bring forth in 
the development of popular prosperity 
is not fully revealed. The pessimists 
preach trouble from European com- 
petition. For the long run cur mag- 
nificent natural resources and compara- 
tively good economic organization lead 
us to be hopeful of increasing prosper- 
ity lor the masses. 

10 Douglas, Paul H.; unpublished Ms. 

11 Files of the New England Research Council 
on Marketing and The Food Supply. 
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Those particular farmers who keep 
up to the times, as-well as those few 
who cater to an insistent,demand from 
abroad for a limited amount of special 
products, should find prosperity ahead. 
It is not our part at present to suggest 
particular lines of effort which should 
be followed in such a catering to the 
real market demand. That is a peren- 
nial task for the farmers themselves 
and their advisors. We merely ven- 
ture to suggest that such a task 
exists and that its careful performance 
will be of more value to agriculture 
than a competitive advertising and 
pushing of one food at the expense of 
another. 

The individual farmers who follow 
the best practices in marketing and ad- 
justing their supply to market demands 
will prosper. However,' does such a 
program hold forth any hope to the 
masses engaged in agriculture? Clas- 
sical economic teaching was called the 
“dismal science.” Its teachings of the 
free working of competition leave no 
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room for real profit to any farmers but 
those whose methods are superior to 
those of the masses. If we could ac- 


cept the theory that the possibilities in. 


agricultural expansion were more lim- 
ited than the probable increase of our 
population, we might anticipate a large 
unearned increment for the farmers in 
land values. Mowever, farming will be 
better off the less it is mixed with land 
speculation and the less it is subjected 
to the competition of farm products 
turned out by land speculators. Às- 
suming that the increase in land value 
will not have an over-weaning impor- 
tance in the near future, what of the 
prosperity of the masses engaged in 
progressive farming? It would appear 
that, since competitive forces operate 
much more slowly than is sometimes 
supposed and since the future domestic 
demand promises to call for a con- 
stantly expanding quantity and im- 


proved quality, the average farmer can 


look forward to the future with a fair 
degree of assurance. 


The Place of Advertising 1 in American Agricult ture 


By Grona E. JOHNSON 
Editor of Publications, Department of Agriculture, Commonwealth of Pennsylvania 


HE possibilities of advertising 

agricultural products have come to 
the attention of farmess only in very 
recent years. The phenomenal growth 
of co-operative effort among farmers 
has been instrumental in this. With 
the exception of advertising pure-bred 
livestock and certain other specialities, 
very little advertising had been done in 
an extensive way until about the time 
of the World War. This was due 
partly to a lack of appreciation of the 
importance of advertising and partly to 
the very distinct limitations of any one 
farmer in advertising a product such as 
wheat, milk or eggs, produced on so 
many farms. 

Another reason why the general use 
of advertismg in agriculture was de- 
layed has been the false conception 
that existed for some time relative to 
price control. There was the very 
definite motive among some co-opera- 
tive marketing associations of exerting 
a type of monopoly power giving 
arbitrary price control. There was, of 
course, little place for advertising in a 
policy of this kind. Later develop- 
ments, however, have amply demon- 
strated the fallacy of arbitrary price 
control and, as a result, emphasis has 
shifted to the stimulation of demand as 
a means of maintaining a profitable 
price. It is at this point that advertis- 
ing came to the front. 

For the purposes of the present 
discussion, consumable products pro- 
duced on-the farm can be roughly 
classified into the following three 
groups: 

(1) Those products which are pro- 

duced in the form in which 
they are consumed, such as 


fruit and vegetables, eggs and 
honey. 

(2) Those products which must be 
processed on the farm or in a 
local factory, often owned by 
farmers themselves, such as 
dairy products. 

(8) Those products which must 
undergo much processing in 
plants not ial owned by 
farmers, such as wheat, other 
small grain, and livestock. 


In the first two groups, advertising is 
largely a matter of initiative on the 
part of individual farmrers or of com- 
bined effort through co-operative or- 
ganizations. In the third group, co- 
operation with the processors and other 
middlemen must be accomplished be- 
fore extensive advertising can be 
effectively used. 


PREREQUISITE OF SUCCESSFUL 
ADVERTISING 


In order that farmers may do ad- 
vertising on a large scale, an crganiza- 
tion ` is necessary. This ordinarily 
means commodity organization and, 
even more than that, a purely co- 
operative organization to which each 
member contributes his support and 
from which each enjoys a common 
benefit. A second important essential 
is that of quality production and sale. 
This means standardization of package 
and label and payment to.the growers 
according to the quality of the prod- 
uct produced. Standard grades are 
paramount in successful advertising. 
Unless the grades are kept uniform and 
dependable regardless of seasonal dif- 
ferences, the results of edvertising will 
be uncertain, to say the least. A third 
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essential is that of knowing the market 
from both the geographic and seas‘ 
standpoint. Several years ago the 
California prune and apricot growers 
made an investigation through their 
brokers before starting to advertise. 
What they found among other things 
was this: All classes of people eat 
prunes, though the larger per capita 
consumption is among the middle class. 
The largest per capita consumption was 
likewise found in the territory from the 
Atlantic Ocean to the Mississippi 
River and north of the Ohio River. 
Knowing these points, the advertising 
was timed and placed accordingly. 

By a study of their markets, the 
cranberry growers found a heavy 
shipment in September which tempo- 
rarily overstocked the market and had 
to be held by jobbers and wholesalers 
until the Thanksgiving or Christmas 
sales, thus causing extra expense and 
needless waste. This uneconomic con- 
dition was remedied by co-operation 
and advertising. Co-operation made 
it possible to hold back some of the 
shipments on the one hand and to 
stimulate the demand by advertising 
on the other hand so that more sales 
could be made during the pre-holiday 
season. The lemon and walnut grow- 
ers had much the same probleni and 
they have solved it in part at least by 
advertising new uses for their products 
during the “dead” seasons. 


VALUABLE INFORMATION OF SURVEYS 


Knowing what features appeal to 
consumers and what mediums will 
reach the desired consumer is also 
essential in effective advertising. A 
recent study of consumers’ demands 
for dairy products in Philadelphia, 
made by the state and Federal govern- 
nent, revealed some rather interesting 
facts on advertising milk. Four hun- 
dred representative families were inter- 
viewed. 
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The question, “Where have you 
seen fresh milk advertised?” was asked, . 
and the answers showed that 46 per 
cent remembered seeing some form of 
advertising. “Newspapers”? was the 
most frequent answer, while ‘dealers’ 
wagons” was second. Besides featur- 
ing names and trademarks, some dealers 
had slogans on*their wagons and trucks 
that emphasized different qualities 
foundintheir milk. Billboards ranked 
third, street cars fourth, and movies 
fifth. The Italian and poor classes of 
people had seen the least of this ad- 
vertising, while the well-to-do and 
wealthy classes had seen the most. 

Another question asked was, “ What 
do you remember about the advertising 
you have seen?” ‘Two-thirds of those 
who had seen fresh milk advertised 
remembered some particular feature 
of the advertising. Food value was 
found to be the feature most often 
remembered; quality came second; the 
dealer’s name, third; cleanliness ranked 
fourth; freshness, fifth; good for chil- 
dren, sixth; and price was mentioned 
only twice. It is rather significant 
that price was not more often remem- 
bered as a feature in advertisements. 

An attempt was made to find out 
what particular feature of milk influ- 
enced the consumer most. Accordingly 
the consumer was asked what special 


features should be advertised. About `“ b. 


70 per cent of those interviewed offered 
some suggestions on this problem. 
Food value ranked first as the best 
argument in favor of using milk. 
Quality ranked second, cleanliness, 
third, and health, fourth. It is such 
information as this that farmers must 
gain if advertising is to be made most 
economical and effective. 


ADVERTISING ONLY ONE FEATURE IN 
SELLING 

It is a mistake to speak of advertis- 

ing as something separate from other 
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features of marketing and selling. In 


“$~ agriculture, a successful advertising 


venture starta with the preparation of 
the seed bed and the seeding, with the 
pruning and fertilizing of the young 
tree, or with the breeding, feeding and 
care of the young animal. Once a high- 
grade standard product is produced, a 
good foundation for adveftising is laid. 
Next, and very important, is the mar- 
keting and distribution of the product. 
This distribution must be timely and 
appropriate to meet the consumer’s 
needs. The product must be placed 
before the consumer at the time, in the 
place, and in the form it is desired. 
Advertising, in other words, is simply 
one block in the great structure of 
selling. This applies in agriculture as 
well as other industries. 

Before advertising can be used as 
extensively in agriculture as in other 
industries, it will be necessary to grade 
and standardize farm products much 
more generally than is being done at 
present. So long as farmers were 
producing commodities of all sorts and 
selling them without regard to grade, 
there was no place for a well-directed 
advertising program. This practice 
has changed rapidly during the past 
few years, however. Recent develop- 
ments in standardization and sale by 
grade, stimulated by the Federal and 
state governments, are important steps 


toward higher standards in farm selling. - 


For example, when fruit-growers in a 
given community or district co-operate, 
grade their fruit under state or Federal 
inspection, and then sell in standard 
packages carrying the stamp “U. 5. 
No. 1” or other grade designation, it is 
not only possible to eliminate much 
waste and risk in marketing but also to 
use advertising to good advantage. 
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The mistake has been made of going 
into advertising haphazardly, without 
knowledge of the principles involved or 
of what a reasonable expenditure might 
be. As one co-operative association 
manager has said: 


One cannot emphasize too strongly to a 
beginner in the advertising game that bet- 
ter results will be obtained by starting off 
on a small scale with a well-planned cam- 
paign than by starting off with a large 
appropriation and no plans. 


A common practice among new co- 
operative associations, just starting an 
advertising venture, is to start with an 
appropriation large enough to put on 
an effective local campaign in one or 
two important consuming centers. 
This experience enables them to make 
more extensive campaigns in succeed- 
ing years without waste of effort and 
money. 

All that can be done by advertising 
is by no means a settled point. A 
number of things have been accom- 
plished by some of the larger cc-opera- - 
tive marketing associations, especially 
those operating on the Pacific Coast: 


(1) It has been possible to enlarge 
the basic market; 

(2) To spread a distinct seasonal 
demand into a longer and more uni- 
form demand; 

(8) To create consumer and trade 
preference for a particular brand of 
products; 

(4) To develop better packaging and 
other improved merchendising prac- 
tices; 

(5) To promote the adoption of 
standard grades with the consequent 
development of new incentive for the 
production of higher grade products. 


Scientific Nutrition and the Farm Output 
i By E. V. MeCorrom 


School of Hygiene and Public Health of the Johns Hopkins University 


HE science of nutrition is so new 

and its results are so little under- 
stood by the general public that it may 
fairly be said that it has scarcely been 
applied to farm conditions in order to 
demonstrate its economic value. That 
this new science will contribute in a 
large way to increase the efficiency of 
the farm output no one who is famil- 
iar with the effects of diet on animals 
can doubt. 

Improvements in agriculture began 
with the improvement through selec- 
tion of the wild ancestors of our culti- 
vated plants. This process is still 
going on. Agriculture was greatly ad- 
vanced through the invention of effec- 
tive farm implements. Chemistry has 
contributed a knowledge of the nature 
of the soil and the composition of the 
plant sufficiently complete to give us an 

“understanding of the nature and kinds 
of fertilization which promote plant 
growth and prevent soil exhaustion. 
The efficiency of the farmer has been 
advanced through the development of 
special varieties of crops suitable for 
particular types of soil and climate. 
Improved transportation has extended 
the range of profitable agriculture. Up 
to the present time, however, the 
farmer has been essentially ignorant 
of the principles underlying the effec- 
tive use of the products which he has 
produced, either in the feeding of his 
children or his animals. 

The science of nutrition is not yet 
mature, and so it is not possible to 
predict with any degree of certainty 
how effective an aid it may become for 
the advancement of human health and 
happiness, or for promoting the eco- 
nomic welfare of the nation. It is 


certain, however, that we are now in a 
position to avoid some of the more im- 
portant mistakes which have been 
made in the past by no small propor- 
tion of even fairly successful farmers. 

The writer well remembers several 
occasions in his boyhood on a farm in 
eastern Kansas, when a hundred or 
more pigs were converted into unprofit- 
able runts by being kept in a dry lot 
and fed for a time solely upon corn. 
No better example of the denseness of 
ignorance of even the simplest princi- 
ples of feeding can be given than to 
point out that fifteen years ago no one 
seems to have been aware that a hog 
could not grow if fed all it wanted of 
one of our common cereal grains. 


Tur Necessary PROTEIN SUPPLY 


A brief summary of the newer view- 
points in nutrition will make clear the 
manner in which this branch of science 
can apply to agriculture. It has been 
fully demonstrated that there are pro- 
nounced differences in the constitution 
of the proteins, or flesh-forming prin- 
ciples of foods, depending upon their 


source. Each species of plant has pro- - 


teins of an architecture different from 
those of any other species, and even the 
different parts of the same plant, e.g. 
the leaves and seeds, contain proteins of 
kinds which have very different com- 
position. A protein is made up of 
about twenty kinds of simple units 
which are liberated on digestion, but in 
the protein molecule these are united 
in chain-like arrangement, and the na- 
ture of the protein is determined by the 
proportions among the different diges- 
tion products, and by the order in 
which they are united. Many millions 
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S > different combinations of this num- 


er of the sc-called building stones, or 
amino acids, are possible, and so as 
many kinds of proteins may possibly 
exist. 

The nutritive value of any protein is 
limited to the extent to which the 
products of its digestion can be re- 
arranged to form the bé&dy proteins of 
the animal which takes it as food. It is 
known that many of the food products 
contain proteins which are not very 
efficient for promoting growth. It is 
well established, however, that the pro- 
teins from two different sources may be 
each of poor quality when it serves as 
the sole source of protein in the diet, 
yet, when taken together, they may 
make good each other’s deficiencies and 
constitute a very efficient protein 
supply. Since protein is the most ex- 
pensive component of a ration for farm 
animals, it follows that an understand- 
ing of the combinations of foods which 
yield proteins which are utilizable to an 
extent of 50 to 65 per cent, as are some, 
makes possible a far greater efficiency 
of utilization of the feeding-stuffs 
available than would be realized if pro- 
teins of half these values were fed, as is 
not infrequently done. 

Remarkable results have been 
achieved through breeding animals for 
milk, production, and in this work it 
has been found that cows with very 
great capacity as producers are likely to 
show signs of deterioration in other re- 
spects, especially in fertility. There is 
much reason to believe that the limit- 
ing factor in milk production in animals 
of the higher classes is the nutritional 
one. This may be illustrated by a 
consideration of the protein factor, 
although this is by no means the only 
one which enters into the successful 
feeding of farm animals. The cow can- 
not make milk without materials with 
which to do it. She has little or no 
capacity to produce synthetically the 
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twenty digestion products of protems, 
and a deficiency of any one of these in 
the food will absolutely limit the extent 
to which those present in the food can 
be utilized. Animal husbandmen are 
now interested in determining whether 
or not the limit hitherto set to produc- 
tion in the dairy cow is not found in the 
extent to which a rearrangement is 
possible of the “building-stones” fur- 
nished by the ration, so as to form the 
new structures into which the food is 
transformed in milk production. It is 
not possible to say, at the present time, 
how much may be achieved in the 
future in this direction by the applica- 
tion of exact studies of the principles 
of nutrition. 


Cuter VITAMINS AND NUTRITIVE 
VALU 


The new discoveries of vitamins and 
their properties have excited greater 
interest than any other in recent years. 
This is natural because their 2xistence 
was unsuspected, and because so very 
little of each of them is necessary for 
the promotion of growth and the main- 
tenance of health in man or animals. 
Their importance fully justifies the 
enthusiasm which they have been 
accorded by the public. It is neces- 
sary that the content of the diet in each 
of the essential vitamins for eny given 
species be carefully considered if opti- 
mal well-being is to be secured. 

There are at least four vitamins 
which play a rôle in human nutrition. 
These are designated as vitamins A, B, 
Cand D. The evidence which inves- 
tigators accept as conclusive for the ex- 
istence of each of these substances as a 
chemical substance, without which 
health and even life cannot be long 
maintained, consists of a demonstra- 
tion of the peculiar pathological state 
which develops when one or another of 
them is left out of the diet, the latter 
being otherwise satisiactorily consti- 
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tuted. The criteria which are usually 
mentioned as service in enabling the 
investigator to decide that a certain 


diet does not contain a particular’ 


vitamin, represent only the most obvi- 
ous symptoms of vitamin deprivation. 
Thus a lack of the vitamin 4 leads 
after a few weeks to the development 
of an extremely severe lesion of the 
eyes. A lack of vitamin B causes 
enfeeblement, and loss of muscular 
control. A lack of vitamin C causes 
damage, especially to the capillary 
blood vessels, causing hemorrhages. 
Deprivation of vitamin D leads to 
especial damage to the skeleton, re- 
sulting im .rickets and related condi- 
tions when the diet is not appropriately 
constituted with respect to calcium 
and phosphorus. 

Vitamins A and D are generally asso- 
ciated in their distribution in natural 
foods, but the content of different foods 
in each differs markedly. Vitamin D 
is found in but very small amounts in 
any ordinary foods, and is present in 
liberal amounts only in the oil of fish 
livers. It is of very great importance 
in the prevention and treatment of 
rickets in children, and under certain 
circumstances may be utilized in the 
feeding of farm animals. The remark- 
able effects of sunlight, in producing 
favorable effects on skeletal growth, 
make it probable that this physical 
agency is to be relied upon, rather 
than the more expensive oils contain- 
ing the vitamin D, in preventing skele- 
tal defects in farm animals. 


PREVALENCE AND CAUSES OF 
OSTEOMALACIA 


Osteomalacia, or softening of the 
bones, has long been common among 
farm animals in certain parts of the 
world. In the United States, Oregon, 
Washington, Louisiana and Mississippi 
‘are the greatest sufferers, all domestic 
animals being affected to a greater or 
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less degree under ordinary feeding prac- 


tices. In Norway it is also Hi, 


among cattle, as it is also in the Belgian 
Congo. The scientific study of the 
effects of diet on bone formation during 
the last few years has made it evident 
that osteomalacia is a condition in the 
adult animal which is analogous to 
rickets in the young. It is due entirely 
to faulty diet and is to be avoided by 
the provision of rations which contain 
the proper content of calcium and phos- 
phorus. It occurs in those regions 
where the ground waters and the soil 
sclution are deficient in calcium or 
phosphorus to a sufficient degree. Ob- 
viously the remedy for this condition is 
prevention through feeding the proper 
mineral element. Prevention, and not 
cure, is alone profitable in farm prac- 
tice with animals. 

Bone defects are extremely common 
in growing swine in many parts of the 
United States, and are generally the 
results of feeding too largely upon 
cereal grains, especially corn. Feeding 
stuffs are never profitably utilized 
when so fed as to induce bone disease, 
and consequent runtiness. The diff- 
culty is easily evaded by providing 
growing pigs with diets which are com- 
plete in every respect. Competent 
advisers are available in many of our 
State Agricultural Experiment Sta- 
tions, who are teaching farmers how to 
feed their animals more effectively. 

The recent studies of Hart and Steen- 
bock, of the University of Wisconsin, 
on the relative merits of hay cured 
under ordinary farm conditions in the 
windrow and of hay cured under caps, 
showed the latter to be far superior to 
the farmer as a source of calcium for 
farm animals. Milking goats were un- 
able to assimilate the calcium of the 
old dried roughage, but could do so 
when given the product which had been 
properly handled. Animals which 
were seriously declining in weight and 
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health on a ration which according to 
the older standards would have been re- 
garded as containing everything nec- 
essary for proper nutrition, but derived 
from old dried feeds, recovered at once 
when allowed to take the same kinds of 
feeds in part in a fresh, green condition. 
Failure of calcium assimilation was the 
outstanding feature Of the condition 
described. 

Theiler has described a condition of 
osteophagia, or bone eating, which is of 
great importance as a cattle disease in 
South Africa. Owing to the lack of 
sufficient phosphorus in the soil, and to 
the dryness of the soil, the plant growth 
does not supply sufficient of this ele- 
ment. Cattle develop the habit of 
searching for bones, and carry these 
about and chew upon them like dogs. 
In addition to the results of depriva- 
tion of phosphorus, the animals are fre- 
quently poisoned by sucking putrid 
material from infected bones. The 
condition is entirely cured or pre- 
vented by giving the animals sufficient 
amounts of some salt containing phos- 
phate. 

The investigations of Forbes and of 
Hart have shown clearly the difficulty, 
under ordinary farm conditions, of pro- 
viding a sufficient amount of calcium 
for milking cows with high capacity for 
production, to prevent the animals from 
sacrificing a considerable amount of 
their skeletons in order to keep up the 
calcium content. 

It is unnecessary to emphasize the 
extent of loss to farmers by feeding 
their animals during the productive 
period so as to deplete their vitality and 
undermine their health. I have been 
informed that there is so little lime in 
the soil and feeds in parts of Oregon 
that during milk production cows fre- 
quently deplete their skeletons so as to 
lead to spontaneous fractures. Milk 
is one of the richest of all foods in 
calcium and its production neces- 
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sitates a large intake of this element 
in order to prevent æ draft upon the 
skeleton of the cow: 


MALNUTRITION AND RELATIVE 
DISEASES 


The value of fresh, green and succu- 
lent feeds, as against the same feeds in 
a dry condition, has long been appreci- 
ated by a few acute observers, but in 
general this, like many other things 
which make for success, has been over- 
looked. One of the more serious 
sources of loss in the dairy industry is 
due to sterility among bulls. It is im- 
possible at the present time to explain 
whether or not this is entirely due to 
improper feeding or in part to lack of 
exercise from the effects of confine- 
ment. Certain it is that in the Middle 
West bulls, where allowed to run with 
the herd and get only pasture during 
the summer and essentially only corn 
and corn stover when not on pasture, 
remain vigorous and fertile =o the age 
of twelve or more years. Such was the 
practice in Kansas during the author’s 
boyhood, and no such thing as a sterile 
bull was ever heard of. 

Now sterility among bulls is of 
fairly common occurrence. Recently 
the author visited one of the counties 
on the Pacific Coast where dairying is 
almost the only industry. , Great trou- 
ble was being experienced with sterility 
in bulls. The farmers had been urged 
by the men of the Extension Service of 
the State Agricultural College to breed 
up their herds for milk production, and 
had been doing so for several years. 
They met with the unexpected diffi- 
culty that many high-priced bulls of 
good ancestry were sterile by the age of 
three or four years. On visiting some 
farms in that region it was found that 
many of the bulls were kept in the 
stable and confined to dry feed almost 
throughout the year. These animals 
were given very little, if any, of the anti. 
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scorbutic substance, vitamin C, for 
long periods of fime. No experimental 
data have as yet been secured concern- 
ing the susceptibility of cattle to 
scurvy, so the significance of such a 
deprivation cannot be estimated; but 
there can be little doubt that the con- 
stant restriction of bulls to alfalfa hay, 
as was being done, caused a lowering of 
their productive powers. In laboratory 
animals restriction todiets which are de- 
rived in the main from a single natural 
food, even when the most obvious 
defects are made good by suitable addi- 
tions, rarely results in much fertility. 
The sterility so frequently seen in 
high-producing dairy cows may like- 
wise have in part at least a nutritional 
basis. We need complete information 
concerning the intake and output of 
every element under such a regimen, 
and also of the extent to which the ele- 
ments in any ration are utilized. It 
has been pointed out how calcium 
assimilation fails when the only source 
of this element is old dry hay, even 
though the amount furnished by the 
food may be adequate if it were assim- 
Uable. The high-producing cow, be- 
cause she is giving out such large 
amounts of various nutrient principles 
in lactation, may debilitate herself be- 
cause of excessive loss of one or more 
elements or complexes. It has been 
well established that lactating animals 
continue to give considerable amounts 
of milk long after the food supply is 
capable of forming a milk which is com- 
plete for the nutrition of the young, 
and upon which the young fail to 
thrive. We have seen many instances 
where the calcium and phosphorus de- 
mand upon the mother during lactation 
resulted in collapse and death without 
apparent cause. The skeleton in such 
instances was found to be of the most 
fragile character. 
Over wide areas throughout the 
“northern United States there has for 
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many years existed a condition which 
came to be known as the “hairless pig 
malady.” The writer was informed 
that in the spring of 1916 approxi- 
mately a million new-born lambs and 
as many new-born pigs were lost in that 
part of Montana drained by the Yellow- 
stone River. Similar but somewhat 
less severe conditions have existed in 
many other states. It has been thor- 
oughly demonstrated that this condi- 
tion is caused by lack of iodine in the 
feed of the pregnant animals. The 
feeding-stuffs grown in these goiterous 
regions give no appreciable amount of 
iodine on analysis, yet they must con- 
tain very small traces of this element. 
Iodine is essential for the proper func- 
tioning of the thyroid gland, and depri- 
vation of this element results in simple 
goiter in domestic animals as it does in 
man. The study of this problem has 
brought to light that there was only 
sufficient of iodine in the feeds to per- 
mit a sow to grow to maturity and ap- 
pear to be in fairly good health, but not 
enough iodine to permit her to supply 
this element to a litter of pigs. The 
consequence was that the young were 
born with goiters, and born prema- 
turely and in many cases without hair 
and dead. The provision of a few 
cents worth of a salt containing iodine 
will safeguard all the litter of pigs or 
all the lambs produced in a year on a 
stock farm. 

It will be observed from what has 
just been said that there has been, and 
indeed there still is, a great loss of new- 
born and young animals in certain 
sections of the country because of a 
lack of sufficient iodine element. This 
occurs in the body in such exceedingly 
small amounts that its significance be- 


‘came appreciated within recent years 


only because the element, which occurs 
only to the extent of one part in three 
million in the normal body, is largely 
concentrated in the thyroid gland. The 
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loss of young constitutes a heavy drain 
upon the resources of the stock farmer 
under such conditions and makes his 
efforts yield little return either to him- 
self or to the nation. 

Those who come into close contact 
with the animal industry of the world 
know that there is much loss of young 
animals through weakness at the time 
of birth, and for unknown or obscure 
causes. This is especially liable to 
occur in those regions where a single 
type of crop is of outstanding impor- 
tance. That these are cases of mis- 
management of business through 
improper feeding, and consequent eco- 
nomic loss and loss of output from the 
farm, there is no reason to doubt. 

It has been repeatedly emphasized in 
letters which have come to the writer 
that, although colts may grow up on 
alfalfa as their sole source of nutriment 
in certain parts of the West, they have 
little endurance, and frequently tend to 
drag their feet. when in locomotion so 
that they become square toed. 

Perhaps the best known source of 
loss in the animal industry through im- 
proper feeding is brought about through 
the production of soft pork. A nor- 
mally nourished hog, when killed and 
cooled, acquires the well-known consis- 
tency of market pork. Certain ani- 
mals, especially from parts of the 
South, remain soft after cooling, and so 
are referred to as soft pork. The 
difference between the normal and soft 
pork is so great that the latter is unsal- 
able. It is impossible to tell by the 
examination of a hog whether it will 
yield soft pork or not, and so the pro- 
duction of such animals over a wide 
area is a source of great economic loss 
both to the packers, and also to the 
farmers, since the market tends to be 
unfavorable for hogs from regions 
which frequently produce these worth- 
less gnimals. 

Soft pork is likely to occur where 
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hogs are fed too largely upon peanuts 
and sweet potatoes, but it is not only 
these feeds ‘which produce it. The 
cause is still obscure. The amount of 
soft pork has been greatly reduced by 
feeding the animals for.a few weeks 
prior to marketing on some feeds which 
tend to make the fat hard. It is hardly 
to be expected, however, that animals 
which are grown on such restricted 
rations are in a good state of vigor. 
They are, more probably, in a state of 
vitality just above the plane necessary 
to the continuence of the species in 
these regions. It is well known that 
many animals which come from the 
districts which furnish the soft pork 
have poor bones, and many fractures 
occur during shipment. These are 
convincing evidences that pork pro- 
duction in the areas where soft pork 
continues to appear, notwithstanding 
the efforts to avoid it by finishing hogs 
for the market on special rations, in- 
dicates the animals are in an abnormal 
condition. 

The land is never profitably utilized 
in the production of animals which are 
suffering from malnutrition of any 
kind, thus causing weakness in many of 
the young at birth; or from any weak- 
ness which stunts a number of the eni- 
mals, during the period of growth, and, 
in order to make them marketable, 
necessitates their maintenance at a 
slower rate of growth over a longer 
period than would have been the case 
had growth taken place at the fastest 
rate possible. Foods are not utilized 
to their full value under such circum- 
stances. It may be possible, where the 
land is of little value, to secure some 
profit by producing animals in such an 
unbusinesslike way. But the pre- 
sumption always is justifiable, however, 
that a careful study of the situation 
by a competent investigator will reveal 
methods of modifying farm rations in 
these regions so as to improve the vi- 
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tality of the aniqals, increase fertility, 
avoid runtiness, increase the proportion 
of food ingested which is converted 
into utilizable product, and so make 
the farm more profitable to the nation 
and to its owner. 

The feeding of brood animals is very 
expensive if their young fail to thrive. 
The feeding of young animals to mat- 
urity, or to a marketable age, is made 
unprofitable by providing a ration 
which cannot be efficiently transformed 
into flesh. At least this is true except 
in a few out-of-the-way places which 
can be utilized only for stock raising, 
and where the land investment is small. 
The early aging and loss of vigor of a 
dairy cow of proven worth, because of 
lack of knowledge of how to feed her 
with the result that some detail is neg- 
lected, when the ration is otherwise 
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good, results in loss of profit to those 
who invest their time and labor in her 
care, aud in a lessening of agricultural 
efficiency. 

There is every reason to expect that 
greater attention to the application of 
the scientific principles of nutrition, so 
far as these have been discovered, will 
increase the efficiency of the land in re- 
spect to animal production to a very 
considerable extent; but it would be 
idle to attempt to estimate how far this 
is possible. The examples of faulty 
practice in several lines which have 
been given will suffice to show the 
underlying principles involved, and 
will give an appreciation of the magni- 
tude of the interests involved. Lack 
of space does not permit of a discussion 
of some of the errors common in the 


poultry industry. 


Fertilizer Use in the United Statés 


By Soner B. HASKELL 
Director, Massachusetts Agricultural Experiment Station 


ERTILIZER practice in the 

United States is highly variable. 
The most intensive use is found on the 
narrow belt of sandy land which fol- 
lows the Atlantic coast line from Massa- 
chusetts south to the Florida Peninsula. 
Truck crops, small fruits, early pota- 
toes, sweet potatoes, and many other 
crops are here grown in an intensive 
way, quite generally with the aid of 
chemical rather than of animal ferti- 
lizers. Inland, we find very heavy use 


of fertilizers in the Atlantic cotton 
states, but a much smaller use in the 
cotton states lying farther west. Fer- 
tilizer use in the Corn Belt is increesing, 
in general its extension beinz coincident 
with the development of winter wheat 
production. West of the Mississippi. 
however, there is as yet too small & 
fertilizer use to be significant. 

Data are presented in the following 
table. For convenience, the total 
amount of fertilizer used is estimated 


TABLE I—ESTMATED Acre APPLICATION OF FERTILIZER, AND CONCENTRATION IN Piaxt Foop 





Fertilizer Applied Approximate 
Per Acre, Pounds, Concentration in Plant 
on the Basis of Food, Per Cent 
Section Fertilizer | ¥ E z z 
Tonnage | 4 Oak 3 g < 
si: sao) ® | £ | f> 
F z3) £ | 2! 8 
aS E g Z E 
A ane z 
New England. . 851,709 | 115 1,841 4.59 
Middle Atlantic .. 839,001 638 0 442 3.29 
East North Central 615,414 14 105 2.77 
West North Central 60,500 07 4 0.50 
South Atlantic. . . 3,670,476 151 533 8.16 
East South Central 856,260 39 157 8.00 
West South Central 259,785 8 18 3 930 
Mountain 3,900 03 1 ; 
Pacific. 82,819 vi 43 8.39 








Authority for tonnage: Fertilizer Control Bulletins from Alabama, Arkansas, Californm, Florida, 
Indiana, Maryland, Massachusetts, Michigan, Missouri, New Jersey, Ohio, Texas and Vermont. 

Unpublished correspondence from Delaware, Kansas, Oklahoma, Pennsylvania, South Carolina 
and Virginia. 

The American Fertilizer Handbook, for the remaining states. 

Authority for concentration of plant food: Fertilizer Control Bulletins for Indiana, Mary‘and, 


Massachusetts and Ohio. 


Estimates from data in Control Bulletins for Florida and California 


Unpublished correspondence from Pennsylvama and Virginia. The figures for Missouri were 
obtained partly from the Bulletin, partly from correspondence. 


The figures for the other states are estimates. 
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TABLE U—Frrtimzer Tonnage BY States, 1913, 1923, wrre PEROENTAGE CHANGE - 

s | { l 
Fertilizer Tonnage Increase (+) or Decrease 
1918 1928 with 1913, Per Cent 
Georgia...... ; 1,120,693 675,869 — 40 
South Carolina. . i 918,888 678,895 œ — 28 
North Carolina... 840,447 1,081,811 + 29 
Alabama....... ; 474,730 486,7886 — 8 
Virginia... .. \ 412,484 420,897 + 2 
New York.... . 880,000 875,000 — i 
Pennsylvania... 840,000 870,550 + 9 
Florida ... d 213,728 $98,564 + 86 
Indiana....... l . 193,899 195,195 + 1 
Ohio ..... ; 183,476 803,120 + 65 
Maryland... : 169,000 154,845 — 8 a 
Maine... 160,000 188,000 + 6 
New Jersey.. . 156,661 157,496 + 1 
Mississippi. . 128,050 215,854 + 68 
Louisiana. : 98,779 108,711 + 10 
‘Tennessee... . 84,080 118,620 + 85 
Texas.... ‘ 75,500 78,300 — 8 
Kentucky..... ; 75,000 $0,000 + 20 
Connecticut. . 62,000 75,000 + @1 
Missouri. . 60,000 $6,807 — 89 
Michigan... ; 57,985 87,841 + šl 
Arkansas. .... : 52,000 14,774 + 44 
Massachusetts. , b 51,000 68,709 + 25 
Delaware...... y 60,000 40,000 — 20 
California... .. 86,000 71,364 + 98 
West Virginia... . . $1,852 $8,000 + 19 
THlinois...... 30,000 14,000 — 58 
New Hampshire ` 18,000 16,000 — ll 
Vermont....... l 14,500 18,000 + A ~“ 
Rhode Island. . 9,000 9,000 ia 
Kanses........ Dy 7,380 4,000 — 46 
Oregon..... 4,500 8,000 + 78 
Wisconsin...... 4 ig 4,000 15,000 +275 
Jowa...... Sa 3,500 11,600 +231 
Minnesota... $,500 5,909 + 43 
Oklahoma. ... 2,000 3,000 + 50 
Washington. .. | 1,500 3,000 +100 
North Dakota 
South Dakota 1,709 3,900 + 76 
Nebraska 
Mountain States........ 5 4,800 3,900 — 9 
| | _ -+ 
Total exclusive of Porto Rico 6,529,500 6,619,308 + 1 * 


Authority: The American Fertilizer Handbook. 
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FERTILIZER Use IN Tan Untrep STATES 


first on the basis of total acreage of 
improved farm land, which shows the 
relation between the application of 
plant food in chemical fertilizers and 
the upkeep of the soil; secondly, aver- 
age acre application based on the total 
area of crops having acreage reports; 
and finally, and probaply most signifi- 
cant, the probable use based upon the 
acreage of those crops which normally 


in whole or in part are sold from the- 


land. It is these crops which receive 


the bulk of the fertilizer used. The last 


column also shows the average con- 
centration in “plant food,” that is, in 
nitrogen, phosphoric acid and potash, 
of the fertilizer used in the different 
sections. 


SIGNIFICANT CHANGES 


It is impossible to present a similar 
table for 1913, owing to the fact that 
basic data on concentration of plant 
food in fertilizers are lacking. Table 
II, compiled from estimates presented 
in the American Fertilizer Handbook, 
shows the more significant changes 
occurring in the two years under dis- 
cussion. 

Two conditions are responsible for 
failure of the industry to increase its 
tonnage output in a ten-year period. 
First and probably most important is 
disruption brought about by the World 
War, and particularly by post-war de- 
flation. Second is the increase in con- 
centration of plant food in mixed fer- 
tilizers, which has taken place in recent 
years. We have no means of measur- 
ing the extent of this increase. The 
possible change may be indicated by 
the Indiana experience. The sum total 
of the nitrogen, phosphoric acid and 
potash contained in the tonnage of that 
state in 1918 was 15.9 per cent. By 
1923 this had increased to 20.8 per cent. 
Indications showing the fact of the 
increase are found in nearly all ferti- 
lizer-using states, but not in such form 
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as to lend themselves to statistical 
analysis. j 

A better picture of the increase of 
fertilizer use in the United States is 
shown by the following table, which 
reports tonnages year by year from 
1918 through 1923: 


TABLE [i—Toran FERTILIZER TONNACE FOB 
THe Unrrep Srares (Excuosrve or Porto Rico) 


Year Tons 
WIS... ge ee 6,529,508 
1914 7,322,334 
1915. 5,643,212 
1916. 5,320,824 
1917. 6,125,776 
1918 . 6,682,082 
1919. . 8,836,207 
1920 . 7,689,289 
- 1921. . 5,163,523 
1922. 5,860,722 
1928 . 6,619, 308 


Authority: The A me: wan Fertilizer Har-dbook. 


The effect of high crop prices in 
stimulating increased fertilizer use is 
markedly shown by the experience of 
the war years. During the war years, 
however, the fertilizer industzy was 
unable to supply all of the fertilizer 
demanded, so that tonnage figures 
above presented do not show “he real 
demand for fertilizer for the years in 
question. 

The following table shows the aver- 
age wholesale cost on the more im- 
portant markets of the country of cer- 
tain standard fertilizer materials of 
known quality, for the six months pre- 
ceding March 1 of the years in question. 

As between the years 1918 and 1923, 
the most significant change is in the 
price of tankage, a standard 3ource of 
organic nitrogen. All other sources of 
organic nitrogen have likewise in- 
creased. One reason for the increase is 
the fact that within the ten-year period, 
the better grades of tankage, of dried 
blood, even of dry ground fish, have 
been diverted from the fertilizer mar- 
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- TABLE IV—Waovesate Cost or Ferrmizer Mareas (Per Ton) 


Nitrate 
of Soda 
15.6% N. 


Year 


Acid 
Phosphate 
16% POs 


Muriate 
of Potash 
50% K,O 


Tankage 
10% Ammonia 
15% B. P. L. 





Authority: Oil, Paint and Drug Reporter, American Fertilizsr, Drug and Chemical Markets. 


ket to a relatively new outlet as animal 
feeds. This change in utilization of 
what are essentially by-products is 
apparently permanent. 

We have no way of ascertaining the 
difference in the retail cost of mixed 
fertilizers between the years in ques- 
tion. Increasing concentration makes 
for economy. On the other hand, in- 
crease in transportation and labor 
charges may have more than counter- 
balanced the possible savings. 


Prorit From Fertiize Usm 


The wholesale price index of farm- 
products as estimated by the Bureau of 
Labor Statistics was 141 for the year 
1923. Using the price data given above 
and a weighting based upon the esti- 
mates of the quantities of each class of 
fertilizer used in 1928, the index num- 
ber of wholesale prices of fertilizer in 
the latter year would be 110. On this 
basis, fertilizer use in 1928 should have 
been more profitable to farmers than 
in 1918, and the natural expectancy 
would be for increased tonnage. The 
actual use of fertilizer in 1928 was dis- 
appointing to manufacturers. Ton- 
nage lower than anticipated was due in 
part to uncertainty as to the future 


tendency of crop prices, and in part to 
greater content of plant food. 

Farmers buy fertilizer in the expect- 
ancy of increasing profits from farming. 
The fertilizer purchased must produce 
an increase ia crop of a value sufficient 
to enable the farmer to pay for the 
fertilizer and in addition leave a margin 
sufficient to make the investment prof- 
itable. There are three factors in the 
problem: 


(1) The cost of fertilizer, as actually 
applied to the land with inter- 
est charged to the date of 
selling the crop. 

(2) The increase in crop produced 
by the use of fertilizer. 


(8) The selling price of the crop. 


At the time fertilizer is purchased, 
the last two factors can only be esti- 
mated. With many crops the farmer 
must also estimate the time when the 
crop will be moved. Naturally, in 
view of uncertainties as to wind and 
weather, and of the inability of farmers 
to forecast probable prices, fertilizer- 
using farmers expect a rather high 
margin to compensate them for the 
risk involved. : 

In actual practice profits from fer- 


xy 


r 


FERTILIZER Usp IN THE UNITED STATES 


tilizer use are usually due to an abso- 
lutely lowered cost of production per 
unit of crop. They may be due, how- 
ever, to increase in number of units 
produced per acre, or per unit of 
equipment, even though the cost per 
unit of crop may be somewhat increased. 
In the former case, witHin rather wide 
limits, the amount bf fertilizer used is 
independent of the selling price of the 
crop, although not of the psychological 
influence of depressed crop prices. As 
long as it is profitable to produce the 
crop, fertilizer will be used. In the 
latter case, however, use of fertilizer is 
markedly affected by change in crop 
prices. The following table, constructed 
from experimental data reported by 
the Ohio Agricultura] Experiment Sta- 
tion, illustrates the principles involved. 
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size of crop as influenced by soil man- 
agement methods followed. 

The treatment given Plot 2 is very 
low in cost. It is also very productiv2 
in terms of increase in acre yield. The 
total cost per bushel up to the voint of 
hauling the crop to the threshing out- 
fit is very significantly lowered by tke 
use of this fertilizer. On the other 
hand, still further increase in crop is 
produced by the treatment given Plot 
11. The cost of additional fertilizer is 
so high, however, that the labor and 
fertilizer cost per unit of crop is in- 
creased. Despite this, with wheat az a 
relatively high price, the acre returns 
on Plot 11 are higher than on Plot 2. 
With wheat at a low price, this is not 
the case. Incidentally, it is interesting 
to note that the treatment given to 


TABLE V—Comparative Errecr or Fermuar Use on Cost Per Unrr or Propucz Vasos 


Net Rerosns Per Acre * 
L 
Plot 11 
on 160 Acid Phosphate 
‘Treatment Per Acre ered | 60 Acrd Piesohate | 100 Muriate of Potash 
= cid 4 nosphate | 60 Dried Blood 
120 Nitrate of Soca 
Wheat yield, 25-year average... 11.4 bu. 19.6 bu 
Labor cost per acre, up to threshing 
and marketingt........ .... $12.00 $12.00 


17 hrs. man at 40 cents. 
26 hrs. horse at 20 cents. 


Fertilizer cost per acre........ ean 
Labor and fertilizer cost per acre.. 12.00 
Labor and fertilizer cost per bushel 1.05 
Labor cost per bushel . — 1.05 
Fertilizer cost per bushel. is a4 
Value of crop leas cost of fertilizer: 

Wheat at 90 cents... ... 10.26 

Wheat at $1.20.. 18.68 





* Experimental data from Ohio Bulletin 836, Wooster five-year rotation, applications on wheat. 


t Ohio Monthly Bulletin, Vol. II, No. 11. 


It should be noted that the assumed 
values for wheat are for wheat in the 
bundle prior to threshing. From this 
point on, the cost of handling varies 
with the number of bushels to be han- 
dled, and is without reference to the 
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Plot 2 over a series of years has failed 
to maintain the producing power of 
the soil. The contrary is true of the 
treatment given to Plot 11. The signif- 
icance of these facts is that a low crop 
price may make necessary a soil mari- 
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agement practice which leads to soil 
depletion. j } 

From the above table it appears that 
a remedy for low crop prices and re- 
sulting agricultural depression may be 
secured through decreased cost of pro- 
duction brought about as a result of 
fertilizer use. There is danger in such 
an assumption, however, in that such 
fertilizer use increases the size of the 
crop; and increased production tends 
still further to decrease prices. It fol- 
lows, therefore, that lowering produc- 
tion costs through the use of fertilizer, 
something which is entirely possible, is 
a remedy for the individual but not 
always for the industry. 
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It has been assumed generally that 
lower fertilizer cost will react to the 
benefit of fertilizer-using farmers. This 
is certainly true in case such lowered 
costs are not accompanied by an in- 
crease in the supply of fertilizer and 
significant increase in the amount of 
crop produced, If, however, there be 
a sudden sharp increase in supply and 
lowering in cost—as a possible result, 
let us say, of the development of the 
Muscle Shoals project—it appears that 
the gain of some farmers will probably 
be matched by the loss of others, and 
that the final benefit from the project 
will be to consumers of the products of 
the farm. 
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Extending Farm Diversification Westward end North- 
westward Into the Great Plains Région and the 
Spring Wheat Area ° 


By Joan Lee Courter, Px.D., LL.D. 
President, North Dakota College of Agriculture 


+ 

HE map on the next page shows 

how the United States has in about 
one hundred and fifty years, 1774-1924, 
divided itself up into several more or 
less definite agricultural regions based 
upon a combination of forces such as 
soil, topography, rainfall, temperature, 
sunshine, accessibility to market, char- 
acter and genius of the people, effec- 
tiveness of scientific research and edu- 
cation, transportation facilities, etc. 
These regions generally shade off one 
into the other. They are not. neces- 
sarily permanent since changing condi- 
tions force changes in agricultural 
policies. But many of these regions 
have in large measure found themselves 
in whole or in part or are steadily work- 
ing toward fairly definite goals. They 
know in large measure their outstand- 
ing problems and are on the way to- 
ward sound practical solutions. 


DIVERSITIES or FARMING 


Between the Cotton Belt and the 
Canadian line and in general east of the 
100th meridian we like to refer to the 
winter wheat, corn and hay and pasture 
areas. In all that general region diver- 
sified farming in varying forms pre- 
dominates. In some sections winter 
wheat is the major project, in others 
corn, and in others hay and pasture. 
In a smaller way tobacco or potatoes or 
fruits or vegetables hold major impor- 
tance. But in general we find a diver- 
sified system of farming more or less 
developed, although with many vary- 
ing characteristics. Here, on almost 
every farm is to be found horse power 
far more important than tractor power; 


and farm size units of dairy and beef 
cattle, sheep, swine and poultry pre- 
dominate rather than the large ranges 
of beef cattle or sheep or the highly 
specialized commercial units of dairy 
cattle, swine or poultry. Family-sized 
diversified farms far outnumber the 
larger sized specialized units. On the 
general farm the labor is largely per- 
formed by the farmer and his family 
with little hired help and while there 
are one, two or three major projects 
such as corn, hogs, and beef or dairy 
cattle, there are usually several minor 
projects such as poultry, fruits, vege- 
tables, potatoes, etc.; on the specialized 
farm usually more labor is emploved, 
the farm in some cases is largely sea- 
sonal rather than continuous through- 
out the year, and there are fewer minor 
projects. 

Not only does each state differ very 
materially from each other state but 
sections of the same state differ and in- 
dividual farms vary widely in details of 
operation. Indiana is near the center 
of the northeast quarter of the United 
States. Since 1875 a period of 50 
years—that state has had from 194,000 
to 222,000 farms; the average acreage 
per farm has ranged between 97.4 acres 
and 105.3 acres; and the improved land 
has ranged from 71.8 acres to 81.3 acres 
per farm. More than 75 per cent of 
her farms are between 20 acres and 175 
acres; the same was true 10, 20, $0 and 
40 years ago. In 1920 there were 26.7 
per cent of her farms under 50 acres; 
31.7 per cent from 50 to 100 acres; 28.2 
per cent from 100 to 175 acres; leaving 
only 18.3 per cent over 175 acres in 
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size. The same situation maintains in 
Ohio, except that the farms are a little 
smaller; in Michigan and Wisconsin the 
same is true; the same of Illinois except 
that the farms are a little larger; in 
Towa they are even a little larger but 


still on the average under the quarter , 


section in size. 

Let one small table compiled from 
the Federal Census of 1920 present the 
basic data—the average improved 
acreage per farm. 


of great depression by the sudden 
change in government policy, such as a 
revision of the tariff, since we are large 
importers of these staple products. 
Producers of other special crops, espe- 
clally bulky perishables such as pota- 
toes or fruits or vegetables witk rela- 
tively small chance to invade foreign 
markets, may experience individual 
good years or bad years accord:ng to 
the bountifulness of nature or the short 
crops. Here relatively small reduction 


AVERAGE ACREAGE or Iyrprovep Lanp PER Farm 1920 


The Northern Group-of States 


Maine . 41.0 acres 
New Hampshire $42 “ 
Vermont . 582 “ 
Massachusetts B4“ 
Rhode Island $25 “ 
Connecticut . 80.9 “ 
New York . 6881 “ 
New Jersey D24 “ 
Pennsylvania 586 “ 
Ohio . . 72.2 “ 
Indiana. . 813s “ 
Illinois... 1151 “ 
Michigan . 68 “ 
Wisconsin 668 “ 
Minnesota 120.4 “ 
Iowa..... 1340 “ 
Missouri 944 “ 
New England States . 39.la 
Middle Atlantic States... 62.5 “ 
East North Central States. 81.0 “ 


Omitting from consideration in this 


study the Pacific Coast states, the 


Desert and Irrigation Areas, the Arid 
Inter-mountain Plateaus and the Rocky 
Mountain Regions, what may be said 
will be confined to the lines of develop- 
ment during the next ten or twenty 
years in the Spring Wheat Area and 
the Great Plains Region. 


Farm PROBLEMS 


Farmers with major projects such as 
sugar or wool may be tossed about 
from years of great prosperity to years 


The Southern Group of States 
Delaware . 64.4 acres 
Maryland . 65.5 “ 
District of Columbia 20.9 “ 
Virginia . : 508 “ 
West Virginia. .. 68 2 “ 
North Carolina . 304 “ 
South Caroline... . 321 “ 
Georgia. 420 “ 
Florida. 425 “ 
Kentucky 516 “ 
Tennessee. 443 “ 
Alabama.. 886 “ 
Mississippi 33 “ 
Arkansas . s96 “ 
Louisiana . 415 “ 
Oklahoma 944 “ 
Texas. 71-6 “ 
South Atlantic States .. 41 9 acres 
East South Central States. .. 42.2 “ 
West South Central States .... 644 “ 


or expansion in acreage may create 
havoc. Here then the problems are 
not so much Federal legislation, such 
as tarif changes, but co-operative or- 
ganizations of producers: 

(1) To influence acreage; 

(2) To retain the lower quality prod- 
ucts at home in years of surplus and to 
get them to the proper markets in 
years of scarcity; 

(3) To grade and standardize, pack, 
store and market their products in an 
orderly fashion; 

(4) To develop ways and means of 
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drying, curing, canning, and otherwise 
preserving the ‘surplus in years or 
months of plenty to-supplement the 
market in years of necessity or in out- 
of-season months; and 


(5) To perform many other useful 


services for both the producer-sellers . 


and for the consumer-buyers. 

In other great areas the problems are 
more those of excessive or deficient 
credit, of land value inflation, of trans- 
portation or taxation, of disorderly 
marketing or poorly planned produc- 
tion. In all districts there are multi- 
tudes of problems of right farm practice 
and correct use of science. 

But in the Great Plains Region and 
the Spring Wheat Belt reorganized 
production and marketing stand out as 
the greatest problems of the next dec- 
ade. This is the land of surplus wheat 
and beef cattle production. This is the 
newer area with all the awkwardness of 
youth. It has not yet found itself. 

(1) It is young. Fifty years ago it 
was largely occupied by Indians, by 
buffalo, deer and antelope, and by 
wild chickens, ducks and geese. 

(2) It is growing and changing as it 
grows. It extends out to the borders of 
present marginal lands which must for 
centuries be devoted to range, dry 
farming or irrigation. 

(3) It is far from markets and there- 
fore has many problems of transporta- 
tion, especially of high freight rates, be- 
cause of its magnificent distances, sparse 
population andsmall volumeof tonnage. 

(4) It is a land of high interest rates 
—a terrible handicap, especially when 
passing through the inevitable transi- 
tion from exploiting original wild lands 
to a settled or stable agricultural sys- 
tem. High interest rates are natural to 
newness, sparse population, low land 
values and temporary farming systems. 
Much of this area in addition has the 
load of an excessive number of small 
banks to carry. Each has so small a 
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volume of business and so large an 
operating cost in proportion that high 
interest rates are inevitable until 
increased population and business 
increase their volume or consolidations 
decrease their number. 

In spite of the newness of this region, 
of its sparse popylation, its high freight 
rates and high interest rates, and its 
other growing problems, this area is on 
the very border of a district extending 
from Wisconsin and Minnesota south 


through Iowa and Missouri (in fact” 


extending out into the corner of North 
Dakota, farther into South Dakota, 
still farther into Nebraska and Kansas 
and even well out into Oklahoma and 
Texas) where farms have been reduced 
in size, land values have increased, the 
population is much more dense, interest 
rates are lower and agriculture has 
passed from the soil-robbing exploitive 
type to a well planned, organized sys- 
tem. Indeed, if one goes well out into 
the Spring Wheat Area and into the 
Great Plains Region, one will find hun- 
dreds of individual farms already reor- 
ganized and established on a safe, 
sound, profitable and even permanent 
diversified basis. Here and there a 
large community will be found in the 
same condition of progress. The big 
next step in development is carrying 
forward this program. Indeed, tre- 
mendous progress has already been 
made. This can best be illustrated by 
a study of the changes taking place in 
North Dakota. The map (p. 272) 
shows this state largely in the Spring 
Wheat Area. 

From the Federal reports we get the 
following story of the development of 


wheat and rye in North Dakota. 

Acewags or Warar anp Rre my Norte DAKOTA 
1879. 84,854 
1889 2,710,989 
1899. . 4,479,246 
1909... 8,236,570 
1919. 11,520,605 
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REORGANIZATION WORE 


Reorganization work began soon 
after 1910 and was progressing nicely 
when the war program of more bread 
grains, wheat and rye stopped the pro- 
gram and in fact set it back for several 
years. Year after year the weeds have 
been increasing until dockage problems 


the vegetable and fruit gardens meant 
not only family requifements but new 
sources of intome. The preceding five 
years have witnessed tremendous prog- 
ress. Let the official records speak for 
themselves. 

Here we see that in five years the 
farmers have decreased their wheat and 
rye by 3,119,000 acres or 27.1 per cent. 


Norra DAKOTA 









Increase or Decrease 








































































1919 
Wheat acreage 9,008,000 7,436,000 | 1,662,000 | —18.3 
Rye acreage... 2,423,000 966,000 | 1,457,000 | —60.1 
: eet a or 
Total bread grains. 11,521,000 8,402,000 | ~—8,118,000 | —27.1 
Flax acreage.. ... ; 650,000 1,925,000 1,276,000 | 196.1 
Bread grains and fiax acreage 12,171,000 | 10,827,000 | -—1,844,000 | —15.2 
Corn acreage.. ... 191,000 1,221,000 1,030,000 589.2 
Oats acreage .. . . 2,428,000 2,746,000 $23,000 13.8 
Barley acreage.... 1,085,000 1,624,000 489,000 40.4 
Total feed crops ‘ 3,699,000 5,491,000 1,782,000 48.4 
Tame hay acreage 544,000 1,111,000 567,000 | 104.2 





have reached an important place; year 
after year plant diseases—rust, smut, 
scab, root rot, etc. —have developed; 
lower yields per acre, frequent years 
of lower quality, the tremendous break 
in prices in 1920-21, and other influ- 
ences which need not be listed here 
have added to the difficulties. 

But the silver lining has been clearly 
visible to many—the development of 
oats and barley and corn as feed and 
forage and silage crops meant less 
bread crops, more rotation, cleaner 
soil, control of weeds and diseases, 
and finally more livestock (beef cattle, 
dairy cattle, sheep and swine); the in- 
troduction of alfalfa, clover, and other 
tame and cultivated pasture and hay 
creps had the same meaning; more 
attention to the livestock, the poultry, 
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In turn, they have increased their flax 
1,275,000 acres. ‘This is a cash crop 
which like sugar and wool is well pro- 
tected by the Federal tariff since the 
United States is on an import basis in 
the matter of flaxseed and linseed oil. 
It is to be noted here, however, that 
further increases will soon place this 
country on an export basis and farmers 
are being urged not to further expand 
this crop to any material extent lest the 
world market be made the basis of the 
domestic market. The net decrease of 
wheat, rye and flax is 1,844,000 acres. 

This does not mean abandoned land 
or abandoned farms. The increase in 
corn, oats and barley—three staple 
feed crops—is 1,792,000 acres or almost 
equal to the decrease noted above in 
bread grains and flax. Even 1924, 
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when the nation had feared a complete. 


corn failure, North Dakotg matured a 
large part of its corn crop either to be 
hogged down or fed as corn and fodder 
or put into the silos. Of equal impor- 
tance is the increase of alfalfa, clover 
and other types of tame hay. All of 
this means a safe, sound and profitable 
livestock industry. Facing a series 


of years of poor grain crops and poorer’ 


prices, while justly urging state and 
nation to render emergency aid because 
the crisis was clearly brought about 
through war policies, the farmers of 
North Dakota have been busy putting 
their own house in order. It is a clear 
illustration of the reorganization or 
readjustment of agricultural programs 
in the Spring Wheat Area and the 
Great Plains Region. 


FACTORS IN AGRICULTURAL RECOVERY 


Much is being said of the recovery of 
agriculture in 1924. It is due to a 
combination of forces. Of first im- 
portance is the fact that in the United 
States the farmers have reduced their 
wheat acreage from almost 76,000,000 
acres in 1919 to less than 54,000,000 in 
1924, a decrease of about 22,000,000 
acres. Assuming a series of years av- 
erage yield per acre of 15 bushels for the 
United States, this.meant a decrease in 
the world supply for 1924 compared to 
1919 of about 330,000,000 bushels. 
This is the basic fact of greatest im- 
portance—the reduction in world 
supply. Next in importance was the 
rapid re-development of effective world 
demand through re-establishment of 
international credits and settlement of 
reparations. This readjustment of de- 
mand and supply brought about better 
prices—an advance in North Dakota of 
from 40 cents to 50 cents a bushel com- 
pared to the years just preceding. 
Thinking in terms of a 100,000,000 
bushel crop of wheat for North Dakota, 
this meant a gain of 40 to 50 million 
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dollars. Relatively the same results 
were secured in the case of flax and rye, 
the other two leading grain or seed 
crops of North Dakota. 

The third factor which brought about 
return to better times in North Dakota 
was the fact that a good yield was se- 
cured in 1924, in¢he case of wheat over 
50,000,000 bushels more than in 1928. 
This was nature’s contribution, which 
is not dependable from year to year. 
Over a period of years it seems that we 
cannot now depend on an average of 
more than 12.5 bushels per acre. The 
Spring Wheat Belt shows an average of 
12.4 bushels per acre from 1910 to 1914 
and 12.8 bushels per acre from 1915 to 
1919. This is an average of 12.5 bush- 
els for the ten-year period. But it may 
fall to 7.5 bushels one year and go up to 
17.5 bushels the next. To secure a 
good yield and good price the same year 
as we have this year, 1924, cannot be 
depended upon. 

But North Dakota’s recovery is not 
due altogether to the higher prices and 
to the higher yields of wheat and other 
grain and seed crops. Each of these 
factors evidently added something like 
$50,000,000 over the returns for 1923. 
In addition we have to consider the 
savings due to the fact that the farmers 
are more and more producing their own 
family supplies and the increased re- 
ceipts from sale of poultry products, 
dairy products, bee products, meats, 
wool, potatoes, vegetables and fruits. 
This, of course, is an indirect way of 
marketing corn, oats and barley, alfalfa, 
clover, and other feed and forage 
crops. 

Finally, the query is made, will farm- 
ers in North Dakota and other parts of 
the Spring Wheat Area and Great 
Plains Region continue this program of 
accelerated diversification, or will they 
be influenced by good crops of good 
quality and good prices to return to 
“the good old days” of small grains as 
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the major project? My judgment is 
that they will not generally go back- 
ward. Some will, but more will go 
forward with a net gain for a safer, 
sounder and more profitable type of 
farming in this great area. This is 
sure to mean a breaking down of many 
farms which are too large for operation 
by the average farmer with kis family. 
Thus, the average farm in Ohio, Indi- 
ana, Illinois, Michigan and Wisconsin 
is 108.5 acres, while in North and South 
Dakota in comparison it is 465 acres 
or four and one-half times as large. 
The same is true of improved land per 
farm. 

Farming is not a business where men 
expect to get rich. The ideal is a pros- 
perous, happy, contented, intelligent 
family in every farm home. To reach 
this ideal farming must be organized on 
a sound basis, both practical and scien- 
tific. Whereas in 1919 the three small 


grain cash crops, wheat, rye and flax, 
represented 62.6 per cent of all crop 
acreage, in 1924 they represented only 
58.2 per cent. It is believed that in 
another five years these cash ercps will 
not occupy more than one-third of the 
crop land in the state. Smaller and 
better organized farms, more farms, 
more children in our schools and more 
people to support them, lower taxes per 
capita, more and higher valued product 
to be shipped with relatively lower 
freight rates, a greater volume of bank- 
ing with lower interests rates, smaller 
acreage of small grains but higher 
yields per acre at lower cost per bushel, 
more hay and pasture, feed and for- 
age crops and livestock and livestock 
products and greater income from this 
source, more home owning, prosperous, 
happy, educated and contented people 
—these are some of the results expected 
from this program of reorganization. 


The ‘Relation of Local Farm Output to the 
"© Local Product 


By Jonn M. McKeen 
Deputy Secretary of Agriculture, Commonwealth of Pennsylvania 


HE time is rapidly approaching 

when the United States will cease 
to be an exporting nation of agricul- 
tural products. Many of our eastern 
states are already in the stage where 
our food production does not meet con- 
sumption needs. This congestion of 
population in towns and cities as com- 
pared with the rural residence is serving 
to bring the question of local markets in 
relation to local output in the fore- 
ground. The high intermediate han- 
dling charges and transportation cost 
absorb such a large percentage of the 
consumer dollar as to further accen- 
tuate the importance of near-by mar- 
kets. 

The number and extent of local mar- 
kets is readily apparent from the cen- 
sus figures of Pennsylvania’s urban 
population. 

Nusmane AND Size or URBAN CENTERS IN 

PENNSYLVANIA 


20 market centers with population'of 25,000 to 
1,000,000 or over. 
57 market centers with population of 10,000 to 
25,000. 
93 market centers with population of 5,000 to 
s 10,000. 
144 market centers with population of 2,500 to 
5,000. 
- 659 market centers with population of less than 
2,500. 


While only approximately one mil- 
lion of Pennsylvania’s nine million 
population are engaged in farming, 
yet the value of her agricultural prod- 
ucts ranks seventh in the United States. 
There is, then, a very definite need and 
problem before market officials, pro- 
ducers and consumers, which is how to 
bring production and consumption to 
the most economic balance. 


It is only wighin the last year or two 
that such a work has been definitely 
projected and carried out. During the 
summer of 1928, under a co-operative 
arrangement, the production of food 
products in the Altoona district was 
studied, and some very important find- 
ings resulted. Probably some of the 


conclusions set forth illustrate this p 


best. 


POTATOES 
Survey Showed: 

(1) Blair County supplies 14 per cent of 
140,000 bushels consumed from 
September to May inclusive. 

(2) Average acreage of potatoes per farm 
(1.87 acres) too small for efficient 
production. 

(8) Delivered cost of shipped-in potatoes 
(125,000 bushels annually) has 
been from 60 cents to $1.50 per 
bushel during past three yesrs. 

(4) Freight paid on shipped-in potatoes 
has averaged 25 cents per bushel. 
This is a direct advantage to local 
growers over competitors. 

(5) Consumers prefer well-graded home- 
grown potatoes. 

Recommendations: 

(1) A minimum of three to five acres per 
farm necessary for economical use 
of labor-saving machinery and 
lower production cost. 

(2) Adoption of production methods of 
` most successful growers: 

a. Thorough soil culture and am- 
ple fertilization. 

1 A co-operative project with the U. S. Depart- 
ment of Agriculture, Pennsylvania State College, 
Pennsylvania Department of Agriculture, Blair 
County Farm Bureau and the Altoona Chamber 
of Commerce, published in Bulletin No. 184, 
“ Adjusting Production to Meet Home Demands 
in Blair County, Pennsylvania.” Pennsylvania 
State College, State College, Pa. 


278 


= 


~ 


i 


Tre RELATION oF Locat Farm Ourror to tHE LocaL Propucr 


b. Use of disease-free seed. 

c. Thorough spraying (6-10 times). 

d. Adequate and efficient machine 
equipment. 

(3) Marketing season can be lengthened 
to May, with adequate common 
storage facilities. 

(4) Co-operative effort in spraying, 
grading and marketing will reduce 
costs and increase profits. 


PouLtTRY 
Survey Showed: 

(1) Blair County supplies only 11 per 
cent of 2,132,340 dozen eggs and 
28 per cent of 684,000 pounds of 
dressed poultry consumed. 

(2) Average farm flock consists of 90 
hens producing 60 eggs each per 
year of which only two-thirds are 


marketed. 
(8) Premium paid for the limited supply 
of high-grade local eggs. Average 


of local eggs inferior to better 
grades of western eggs. 

(4) Acute need for cold storage facilities. 

Recommendations: 

(1) Development of farm flocks from 
good laying strains of heavier 
breeds. ; 

(2) Farm flocks should be increased 
minimum of 200 hens each for 
economical production. 

(3) Poultry feeding a profitable outlet 
for lower grades of wheat. 

(4) More attention to better handling 
and grading of eggs. 

(6) Good prospects for successful co- 
operative marketing. 

(6) Cold storage facilities must be se- 
cured to efficiently market eggs. 


Waon Mux 
Survey Showed: 

(1) Blair County supplies 100 per cent of 
20,861,000 pounds consumed in 
Altoona. 

(2) Blair County supplies 15,000,000 
pounds to other markets. ` 

(8) Co-operative distribution has been 
successful for over two years. 

Recommendations: 

(1) More efficient production per cow 

rather than more cows. 
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(2) No increase ip production unless de- 
manded by market conditions. 

(3) Expansién of present co-operative 
distribution. 

(4) Campaign for increased milk con- 
sumption in Altoona. 


TIME AND Distance Favors 
NEaAR-BY PRODUCERS 


It is doubtful if producers within 
reach of markets have fully realized or 
appreciated the advantages of such 
favorable location. Consumers com- 
monly have a preference for home- 
grown products even at a higher price, 
providing the quality has been main- 
tained as it should be. Dairymen in 
remote sections usually have to market 
their milk in the form of butter or other 
manufactured dairy products, while 
near-by producers sell the major por- 
tion of their product as whole milk ata — 
considerably higher price. It is true 
that with refrigeration methods com- 
modities can be moved almost any dis- 
tance, but this is costly. Eggs and 
vegetables also meet with special favor 
due to freshness based on nearness to 
market. 

The freight advantages of near-by 
markets are shown by the two follow- 
ing tables on apples and potatoes, 
which give the freight from the larger 
producing centers competing with 
Pennsylvania producers. These rates 
contain some approximations, but in- 
dicate the relative ratio. 

It is evident that the shippers of 
fruit from the far Northwest, shipping 
largely in bushel carriers, can only 
afford to send the very best products 
which must sell at a relatively high 
price to justify the freight rate of 74 
cents per bushel. At a price of $1.50 
per bushel there, the freight would be 
approximately 50 per cent of the farm- 
ers’ prices, to which would stil have 
to be added the package cost, the local 
packing plants charge, and other items. 
A potato grower in Waupaca, Wis., 
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Aprproxmats Fruicur Rares * ZN 
Fron Vartous Shipping Points io Pennsylvania Markei +f 


Rates do not include A or carrier’s protective service on apples or heater service on 
potatoes. 


Rochester, N. Y. 







Winchester, Va... 
Lewiston, Idaho t. 
Spokane, Wash. ț ... 







\ 





Shipping Point ~ 
Macungie, Pa.... . 48¢ 
Stewartstown, Pa. S1¢ |184! 46$¢ 
Somerset, Pa. Wad ku 
Coudersport, Pa.. . 40¢ F 
Caribou, Me. ... . 604¢ | 384¢ | O1¢ 
Freehold, N. J... S4¢ | 20394) 51¢ 
Wayland, N. Y 40}¢ 

illac, Mich... .. 57¢ 
Waupaca, Wis ¢ adhe | 263¢) 67¢ 
Moorhead, Minn 804¢ | 484¢/ 1.21 484¢11.214| 60¢ | S6¢ | 90¢ 





* Data furnished by Mr. William Lynn, Bureau of Markets, Pennsylvania Department of Agricul- 
ture. 
t Standard Boxes. 


shipping potatoes to Philadelphia port grower would enjoy a freight ad- 
would experience a 39 cents per bushel vantage of 194 cents per bushel. The 
charge in competition with Couders- growers in either case would be ex- + 
port, Pa., potatoes at 19} cents per periencing a relatively heavy freight 4 
bushel; or, in other words, the Couders- charge on potatoes that would prob- 
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ably only bring a gross return of 40 
to 50 cents per bushel to the grower. 

To the local grower who does not 
have to depend on freight, but can use 
his own or a local truck, cutting out 
the freight haul and several inter- 
mediate handling charges, the oppor- 
tunity for profit is much better. It is 
common for potatoes to sell in produc- 
ing areas around Pittsburgh, such as 
Butler County, at $1 a bushel on the 
farm, while potatoes will not be bring- 
ing more than 60 cents loaded aboard 
the cars in Potter County. 

A study by the Bureau of Markets of 
the Pennsylvania Department of Agri- 
culture showed that there were 1,158 
cars of potatoes unloaded in Scranton 
in the year 1923. Of these, 100 cars 
were from Michigan, 24 from Wiscon- 
sin, 22 from Minnesota, 7 from North 
Dakota. The freight on potato ship- 
ments from the Lake states alone 
amounted to close to $50,000. Condi- 
tions for producing potatoes within 
the trucking area of Scranton are 
favorable, so that a large portion 
of this freight bill could be rendered 
unnecessary by expanding home pro- 
duction. 

Eggs furnish a good illustration of 
low transportation costs. The ma- 
jority of Pennsylvania shipped eggs 
` moving to the New York market cost 
approximately two cents a dozen ex- 
press, with one cent a dozen for the 
case, or three cents between the remote 
farm and the large metropolitan com- 
mission farm. 


ESSENTIAL MARKET SERVICES 


In the minds of many consumers 
there appears to be a belief that, from 
the time the product leaves the pro- 
ducer until it reaches the consumer, it 
passes through a “no-man’s land” 
whert numerous greedy middlemen take 
their toll with the result that of the 


consumer’s , dollar, the producer re- 
ceives possibly 30, 40 or 50 cents. It 
is not the purpose of this paper to either 
attack or defend the middleman, but 
progress in reducing the cost of dis- 
tribution will be made more rapidly if 
we recognize what takes place betw2en 
producer and consumer. For the great 
majority of food products the following 
services are essential: assembling, grad- 
ing, packaging, processing, storing, 
transporting, financing and distribut- 
ing. To these might possibly be added 
risk-taking and advertising, in many 
cases. 

Space cannot be taken here to ex- 
pand these services, but it should be 
readily apparent that they are neces- 
sary and that they must be rendered 
by someone, and whoever does this 
expects to be paid. If the farm wife 
delivers a pound of butter to the house 
wife in town, she is then rendering all 
these services. If the urban dweller 
goes out to the farm or roadside mar- 
ket, he is rendering part of such services 
while the producer bears the others. 
In this case they are not thought of as 
distinct services, but when the product 
passes through many initermeciate 
hands for long distances and there are 
considerable periods of time, these 
different services are more evident and 
costly. No system of marketing re- 
form that fails to recognize these facts 
will make much progress. 


Metuops oF MARKETING 


All methods of disposing of “arm 
products will be found in connection 
with any local market of much size. 
The direct method by which the pro- 
ducer sells through the roadside mar- 
ket, canvases from door to door, or 
through curb market or market house, 
can be used extensively. 

While the roadside market is only 
coming into prominence there is little 
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doubt as to the great outlet this will 
provide for fatm commodities. The 
demand for products at*the roadside 
markets will come not only from near- 
by residents but from the millions of 
tourists traveling the highways daily. 
More attention to furnishing a first- 
class product and fixing a fair price 
based on the recognition that the pur- 
chaser is bearing a good share of mar- 
keting costs, together with maintaining 
the roadside markets in a clean and 
attractive condition, will go a long 
ways toward increasing this market 
outlet. 


Selling from door to door or at mar-' 


ket houses are old established methods 
which still meet with favor and furnish 
a mutually satisfactory plan to both the 
seller and the buyer. 

The rapid expansion of the chain 
stores will bring about some change in 
the producer to retailer trade, since 
the chain stores are more inclined to 
buy in carload lots from the large pro- 
ducing centers, where they can get a 
standard grade of product which will 
run more uniform than the seasonal 
output of local producers. This is a 
market outlet that is not closed to local 
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producers if they will offer a substan- 
tial quantity of graded, dependable 
products. In all of these methods the 
number of intermediate handlings are 
reduced very greatly and transporta- 
tion charges are at a minimum with 
the result that both producer and con- 
sumer find the outcome satisfactory. 
The general price level of commodities 
is usually based upon the price at which 
such article can be shipped in carload 
lots, or in a district where a surplus is 
produced, the price will be based on 
what can be secured in some larger 
distant market less transportation 
cost. In either case there, is con- 
siderable variation up or down based 
on quality and particular market con- 
ditions. 


Sources OF APPLES AND POTATOES 


The extent to which local markets 
are demanding more products than are 
supplied, is indicated by the two 
charts showing apple and potato 
receipts of Pennsylvania cities for 
1928. The production of both po- 
tatoes and apples can be increased 
sufficiently to supply home markets 
within seasonal limits. 


ORIGI oF APPLE RECEIPTS AT PANNBYLVANTA Crrma, 1923 * 


5 


a3 


but Dat 7: 


l OHO. m: ms 




















All | Total | Total | Total 
W. Va.) Md. | Mich. | Idaho | Others | 1923 | 1922 | 1921 
6} e7| 34 57 
128 | S4 B9 
6| 77 5 13 
il 19 8 9 
14) s| 6&0 30 
55| 46 73 
19 | 160| 69 89 
d a| BL 7 
7i | 3,256 | 2,539 | 3,416 
114 | 3'005 | 3'020 | 2'808 
13 | '64| | 84 83 
27 | 318| 217| 337 
13 | 127| 130| 21 
Teall a 31 18 
| | 18 47 
0 is 6,32 
1,043 7,476 


*Compiled by Wiliam Lynn, Bureau Markota, Pennsylvania Department of Agriculture. . 
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Onrar or Poraro Rroxrrs AT Paornsruvania Crrms, 1923* 
City Maine| N.¥.|N.J| Va | Mich | Wrs | Minn| Ma | GAM | Total) Total | Total 

Allentown I 45 85 3 1 
Altoons é 8i 59 55 5 
Bethlehem 3 12 6 1 K Ža 
Easton.. . 3} 3j 24 1 2 ey 
Erie, .. ‘ 6 32 1 eae i 
Harrisburg 35 59 22 22 š 9 
Johnstown at) 2 18 39 28 4 4 
Lancaster.. 6 24 5 ar . i 
Philadelphia. . 1,189| 834| 1,137 150 28 
Pittsburgh. .. 2390| 287| 427| 1,504) 790 78 
Reading . . 8 79 44 9 5 3 
Beranton . 289| 10 167 180 24 22 
Wilheceport e fs tal Ol) 

1 j rary ae 
Total, 1923 . 1,876] 1,841] 2,136] 2,160] 998) 387 
Total, 1922 .. 1,704) 2,3€5) 1, 1,470) 283 16 
Total, 1921.... 2,806] 1,977] 2,445] 1,613! 46 8 

* Ibid. 


THe Propucer’s RETURN 


Comparative margins between prod- 
ucts handled locally and those shipped 
to large market centers, as on eggs, 
apples and potatoes, give some indica- 
tion of the price advantage to the 
near-by producer. These prices repre- 
sent actual transactions within the 
past few weeks. 


Faas ! 
Harrisburg: Producer, Retailer, Consumer 
Dollara Per Cent 


Retailer’s margin . 06 7.1 
Producer receives -85 92.9 
Total retail price . .70 100.0 
New York City: Hennery Egga—Usual Trade 
Channels 
Dollars Per Cent 

Retailer’s margin 16 15.6 
Cartage...... .01 1.0 
Commission .04 4.2 
Express .02 2.1 
Case.. .01 1.0 
Shipper.. 73 76.0 
Total retail price .... . .96 99.9 


While the percentage of the con- 
sumer’s dollar received by the pro- 
ducer is 92.9 per cent in the near-by 


1 Dàta furnished by Bureau Markets, Pennsyl- 
vania Department of Agriculture. 


Harrisburg market and only 76 per cent 
in the New York market, yet the higher 
price obtained in New York actually 
resulted in a better net return to the 
producer. 


Poratoers } 
Harrisburg: Local Stock—Produce-, Retailer, 
Consumer 
Dollars Per Cent 
Retailer's margin. .20 18.7 
Producer receives. . 1.00 £3.3 
Total retail price..... .. 1.20 103.0 
POTATOES 
Philadelphie: Upper Lehigh Stock—Usual Trade 
Channels 
Dollars Per Cent 
Retailer’s margin. .40 £0.7 
Cartage ... 5.. 04 3.1 
Jobber’s margin. .10 7.7 
Commission-man’s margin 058 4.1 
Freight ....... 129 9.9 
Shipper’s margin. . 078 6 0 
Net to producer. . 60 &8.6 
Total retail price... . 1.30 100.0 


On a bulky, heavy product of rela- 
tively low price such as potatoes, it is 
evident that shipping to remote mar- 
kets is real punishment to the pro- 
ducer. In this case the producer re- 
ceived 38.5 per cent of the consumer’s 
dollar, while on the local sale he 
received 88.3 per cent. 


. 





x 
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Apples 
Harrisburg: Stayman N8. 1 24-inckh—Producer, 
Retarler, Consugner 


Dollars Per Cent 
Retailer’s margin.. . s.. 35 14 0 
Package. -W 8.0 
Net to producer for fut.. 1 95 78 0 
Total retail price..... .50 100.0 
Apples} 


Recent figures U. S. Department of Agricul- 
ture on 1922-23 crop of Washington apples; 
variety, Winesap; grade, Extra Fancy and Fancy 
combined; sizes 72-163 to unit grocery stores in 
New York City. 


Dollars Per Cent 

Retailer’s margin . 1.87 87.4 
Jobber’s margin.. .  . 49 9.8 
Wholesaler’s margin.... .. .39 7.8 
Transportation charges : -30 16.0 
Shipping organization expense .27 54 
- Packing, package, ete..... .40 8.0 
Net to producer for fruit..... 78 16 6 
Total retail price..... . 6.00 100.0 


This instance of the prices at Harris- 
burg is probably typical, while that of 
northwestern apples shows the extreme 
handicap of such remote producers. 
Only a very high price under such cir- 
cumstance will permit them to con- 
tinue production. 


Fururse OUTLOOK ror LocaL 
PRODUCERS 
In the production of fruit, vege- 
tables, milk, poultry and meat, the 
1 Footnote p. 283. 
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local market’s offer decides advantages 
to the near-by producer. 
tion, along with relatively low land 
values in the East, would seem to point 
to more adaptation to meet local food 
needs and a greater appreciation of the 
opportunity followed by an advance 
in land values in such areas. A better 
balance betw®en local production and 
consumption is in the interest of 
society as a whole. 

There are within 50 miles of the 
larger centers of population areas that 
are tenantless or very poorly farmed. 
Within such local market areas, farms 
can be bought for the replacement cost 
of the buildings. Such conditions raise 
a question of the wisdom of extensive 
reclamation projects and land settle- 
ment developments. Persons who wish 
to farm would certainly do well to con- 
sider the importance of near-by mar- 
kets, farm improvements, and especially 
buildings, good roads and opportu- 
nity for social enjoyment before in- 
vesting in some remote piece of arid' 
or swamp land without roads or im- 
provements. 

It would also seem desirable from 
many standpoints for our population 
to spread out in more moderate-sized 
centers, within easy reach of extensive 
food production areas, rather than to 
further congest in large cities. 


This condi- ot 
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' A Balanced Agricultural Output in the United States 


By W. J. SPILLMAN 
Agricultural Economist, U. S. Department of Agriculture 


HE purpose of this article is to 

consider to what extent agricul- 
tural conditions in thig country may be 
improved by a better balanced output 
of farm products. Methods of bringing 
about this better balance in production 
will necessarily come in for considera- 
tion. 

Two of our major crops, and one 
of our major livestock products, have 
reached the stage at which increased 
prices no longer bring about material 
increases in production. These are 
cotton, corn and wool. 

By 1918 we had reached a provi- 
sional maximum acreage of cotton. 
That year we grew 87 millon acres of 
cotton. Not until 1928 did the acreage 
again reach so high a figure. While 
cotton acreage was extending somewhat 
in the Southwest, and to a slight extent 
along the northern border of the former 
cotton growing region, the ravages of 
the boll weevil along the southern edge 
of the region reduced acreage suffi- 
ciently to more than offset these in- 
creases. But increases in the sections 
mentioned have now reached a point 
at which the total acreage is beginning 
to show a slight increase. The amount 
of this increase, however, cannot be 
large compared with the present total. 


DEVELOPING COTTON ACREAGE 


Except for some additional acreage 
in sections well adapted to cotton in 
the Southwest, which will be relatively 
small at best, future increase in the 
acreage of this crop must come in the 
main from extension of cotton into 
sections hitherto not regarded as well 
adapted to the crop. This will neces- 
sarily be a slow process. 


Concerning the possibility of in- 
creasing the percentage of crop area 
devoted to cotton in the clder cotton 
territory, not much is to be expected in 
this direction. Already the propcrtion 
of land devoted to cotton in practi- 
cally all the older cotton growing sec- 
tions is about as large as it is practica- 
ble to make it. Some of the land must 
be devoted to the growing of food and 
feed crops, the smaller the yield of cot- 
ton per acre the larger the propcrtion 
of land in these other crops. The boll 
weevil has materially reduced the yield 
of cotton in most districts, so taat a 
larger proportion of land is now in feed 
crops than was formerly the cése in 
nearly all cotton growing states. 

In view of the fact that our produc- 
tion of cotton has not increased mate- 
rially in a dozen years, while the 
world’s need of cotton has increased 
greatly during that time, the price of 
cotton has risen permanently to new 
high levels. The culture of the crop is 
now fairly profitable in sections not 
having the boll weevil, or wher2 this 
pest can be measureably controllad. 

It would appear therefore that, in 
sections to which the cotton crop Is 
even fairly well adapted, it would be 
logical to extend the area of the crop, 
without serious danger of br-nging 
about overproduction. 

The possibility that prices as high 
as those that have prevailed in recent 
years may lead to the development of 
cotton growing on a large scale m sec- 
tions of the world that have hitherto 
grown little or no cotton must, how- 
ever, be taken into consideration. At 
ten cents a pound nations like Chma 
could hardly afford to grow cotton, 


285 


286 


pay the freight on it to distant markets, 
and then pay cost of transporting food 
from other countries. But with cotton 
at twenty or thirty cents a pound the 
situation is quite different. Since the 
rise in the price of cotton, China’s 
exports of cotton have grown amaz- 
ingly. Australia, Brazil, Argentina, 
and a very large and as yet unsettled 
area in eastern Africa are all adapted 
to the production of cotton. If the 
price remains high, all these regions 
may be expected to increase their pro- 
duction till ultimately the world’s need 
of cotton will be fully met. 
Developments of the character just 
mentioned will probably not be rapid. 
Therefore, it is fair to expect that for 
some years to come the price of cotton 
will be remunerative to the grower. 
While increase in cotton acreage at this 
time appears to be justified, it would 
be wise to keep in mind that such in- 
crease may not, be altogether perma- 
nent. In other words, a few years 
later it will probably be wise to bring 
about another readjustment that will 
require a decrease in cotton acreage. 


Corn ACREAGE INCREASES 


Following the war between the 
states, our acreage of corn increased 
steadily until 1912, except for a short 
period in the eighties, when low prices 
checked the increase. In 1912 we 
apparently reached a position of sta- 
bility in corn acreage. That is, we had 
by that time completed the settlement 
of regions well adapted to corn. The 
acreage of 107 million acres in 1912 has 
been exceeded only once since that 
time. That was in 1917, when much 
land was left unoccupied by the winter 
killing of nearly a third of the winter 
wheat acreage. 

The December 1 farm price of corn 
in 1912 was 48.7 cents a bushel. In 
1923, with a total production only 8 
per cent less than in 1912, the corre- 
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sponding price was 72.7 cents, and that 
at a time when we were just emerging 
from a severe financial depression. 
This year, with a crop estimated at 
about two and a half billion bushels, 
the price is above a dollar, while in 
1918, with a crop almost exactly the 
same size, the price was 69.1 cents a 
e 


bushel. 


The fact that corn acreage no longer 


responds readily to an increase in the 


price of corn indicates that we have 
come to a stage in our agricultural 
development at which corn is perma- 
nently at a higher price level. The 
need for corn has increased materially 
since the acreage came to a virtual 
standstill, and will probably continue 
to increase. 

Under the conditions just described, 
it would seem that wherever it is 
feasible to increase the acreage of corn 
it might be done with safety. That is, 
the corn grower would still get a fair 
price for his product. 

Such extension is now going on in a 
small way in the western plains and 
mountain states. Because of the long 
distance to market from these sections, 
whatever corn is produced will prob- 
ably be consumed locally, and will thus 
form the basis of a more extended live- 


stock husbandry. It will hardly affect : 


the price of corn in the principal 
markets. 


There is, of course, much land in the - 


Corn Belt still devoted to such crops as 
wheat, oats and hay. But it does not 
follow that this means opportunity for 
marked increase in corn acreage in this 
region, Corn has profited much less 
from the invention of labor-saving 
machinery than have the small grams. 
One man with a two-horse team can 
manage about forty acres of corn. 
With three or four horses he can man- 
age possibly eighty acres on level land 
free from stones. But this is the limit. 
On the other hand, with teams of eight, 
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twelve, or even of eighteen horses, the 
same man can handle several hundred 
acres of the small grains provided the 
harvesting can be done by custom 
crews, as is usually the case. 

Additional corn acreage in the Corn 
Belt would call for more labor than is 
now available. Nor is it likely that 
this additional labor will become avail- 
able in the near future. We may not, 
therefore, expect any material increase 
in corn acreage in this region. 

b As will be shown later, we are grow- 
ing an excessive area of wheat. What- 
ever replacement of wheat with corn is 
feasible would seem to be desirable. 
It would tend to correct the evil of 

—~>overproduction of wheat without mate- 
rially affecting the status of corn on 

he markets. : 


Woo. PRODUCTION 


In all the principal wool producing 
countries of the world, except New 
Zealand and South Africa, the number 
of sheep have been decreasing mate- 
rially for more than a quarter of a cen- 
tury. There has been considerable 
improvement in the wool-producing 
capacity of these animals, so that from 
some time before the beginning of the 
present century the world’s wool pro- 
duction has remained practically con- 

n stant. But the wool-using population 
of the world has continued to increase 
at nearly its former rate. This means 
wool shortage at the present time as 
compared with the past. 

As a result of the above situation, 
the price of wool has msen greatly in 
recent years. It is now nearly three 
times what it was at the beginning of 
the century. There is every reason to 
suppose that wool prices will continue 
at a higher level than in the past. 

We are now importing considerably 
more than half our wool requirements. 
As long as we produce materially less 
of this product than we require, so that 
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wool must continue to flow m over 
whatever tariff wall, we choose to 
maintain, prices should remain satis- 
factory. 

Extension of sheep husbandry on 
farms is difficult, because of trouble 
from internal parasites, except in our 
northern border states, and in che 
Appalachian region. It would there- 
fore appear that there is room for 2x- 
tensive development of sheep hus- 
bandry along our northern border. 
This development is of more than 
ordinary interest for the reason that the 
land required for growing forage jor 
the animals may be taken from cur 
already superabundant wheat acreage. 
Just how much wheat land might thus 
be utilized cannot now be foretold. It 
might be considerable. 

So far as the wool market is con- 
cerned, there appears to be no reason 
to fear the effect of such increase in 
production as is likely to occur. The 
market for mutton and lamb is a differ- 
ent matter. Our people would prob- 
ably consume all the lamb offered them 
at reasonable prices. We should prob- 
ably be driven to finding markets for 
mutton in European countries, par- 
ticularly England. 

In making material increase in our 
production of wool, the limiting factor 
appears to be the possible market for 
an increased supply of mutton. By 
keeping close watch on developmen:s 
in the market for this product, growers 
of wool will be able to tell when devel- 
opments have gone far enough. 


SUGAR AND VEGETABLE Oms 


There are two other farm products 
of which we produce consideraole, but 
of which we import large quantities. 
These are sugar and vegetable oils. 
There is apparently opportunity to 
increase our production of both these 
products. 

We produce less than a fourth of our 
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sugar supply. So far as home con- 
sumption is concerned, we could there- 
fore more than treble our present 
acreage of sugar beets without reaching 
the point of having to export sugar in 
competition with other countries. 

But there are other considerations. 
We obtain from our island possessions, 
duty free, a quantity of sugar some- 
what greater than our home produc- 
tion. This will probably continue. 
Hawaii and Porto Rico are not in- 
creasing theif production, but the 
Philippines are, and can doubtless 
greatly increase the magnitude of their 
sugar industry. Should we give these 
islands their independence they would 
presumably come under our tariff 
restrictions, possibly with some favor- 
ing clause such as now applies to 
Cuba. 

A more important consideration is 
that we are now Cuba’s best customer. 
In fact, we take almost her entire out- 
put of sugar. If we were suddenly to 
enlarge our sugar production to the 
point that Cuba would no longer have 
a market here, we should be certain to 
meet severe competition from that 
source. But if we increase gradually, 
so that Cuban producers may at the 
same time develop markets in other 
parts of the world, we might greatly 
enlarge our sugar beet acreage without 
seriously interfering with the market 
situation. 

It is an important fact that much of 
the increased acreage of beets might be 
taken from present wheat acreage, 
again helping to reduce excessive pro- 
duction of that staple. 

It is always possible, of course, that 
new discoveries in science may change 
the market situation. The recent dis- 
covery of a method of crystallizing corn 
sugar has greatly stimulated the corn 
sugar industry. It has already been 
announced that a method of crystalliz- 
ing levulose has been discovered. This 
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very attractive sugar is made from 
inulin, a substance abundant in the 
tubers of the Jerusalem artichoke, in 
dahlia bulbs, and in chicory roots. 
What influence those discoveries may 
have on the sugar situation cannot, of 
course, be predicted. It is, however, 
advisable for sugar producers to watch 
developments in*these directions. 

The manufacture of artificial silk 
from wood pulp is growing at an enor- 
mous rate—from one and a half million 
pounds in 1918 to thirty-five and a half 
millions in 1923. The ramie plant also 
offers a possible substitute for cotton. 
A method of separating ramie fiber 
from the stalk, and from the gums and 
other substances that occur in the-bark 
of the plant, is said to have been devel- 
oped recently, making it possible > 4 
produce this very superior fiber q 
cheaply. Both cotton and wool . 
feel competition from these two souices, 
but the amount of such competition 
cannot be estimated beforehand. The 
best that can be done is to watch the 
developments and be governed ac- 
cordingly. 

Our imports of vegetable oils, or ma- 
terials for their manufacture, amounted 
in 1922-23 to about 600 million pounds. 
This takes account only of those oils 
that may be used as substitutes for 
cotton seed and peanut oil. We could 
easily grow enough soybeans or pea- 
nuts to supply our total requirements . 
for oils of this class. Soybean produc- 
tion is increasing rapidly at the present 
time, the acreage being estimated at 
slightly more than two million acres in . 
1928. It would take three more million 
acres of this crop to supply the quantity 
of vegetable oils we now import, or 
these three million acres might ` be 
divided between soybeans and peanuts. 
The increase in soybean acreage could, 
to a certain extent, be made at the 
expense of wheat acreage—a çon- 
summation much to be desired. 
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TuE WuraT SITUATION 


Our annual average production of 
heat, in millions of bushels by ten- 
‘ar periods for the past 30 years, has 
en 643, 681 and 888. This year we 
duced some 856 million bushels. 
Argentine production for the same 
sriods has been 78, 158 and 182 million 
ishels, and her last crop was 249 
illions. 
For Australia the figures are 35, 75 
ıd 110 millions, and her last crop was 
0 millions, 
Canadian production, by five year 
sriods (six years for the first period) 
r the past 16 years was 183, 248 and 
28 million bushels a year, and her 
328 crop amounted to 474 millions. 
With conditions such as these staring 
\ the face, is it not evident that for 
_ eration or more to come the 
ori’s need for this cereal will be fully 
iet, and that the price of wheat when 
rops are normal is to be low—just 
1ough. to keep farmers producing 
heat? The reason why it would be 















any means we could reduce 
o the point merely of supply- 
requirements, then it would 
for growers in this country 
ice for wheat comparable 
ived for most other farm 


past four years we have 
e average, about 27 per 
eat crop. The average 
crop during these four 
n 61 million acres. 
per cent of 61 millions 
a half millions. We 
ve to reduce our wheat 
6 million acres, or some- 
an a fourth, in order to 
ion within our own needs. 
ction is hardly to be ex- 
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pected by any means now available. 
Either some way must be devised for 
maintaining the price of wheaz above 
the world price level, or farmers must 
face the necessity of producing wheat 
at low prices for an indefinite time ta 
come. 


Tum Mrxnor Crors 


Oats and hay are grown very largely 
for consumption on the home farm, 
small quantities only being grown for 
sale. The acreage of these two crops 
quickly adjusts itself to requirements. 

All our other crops are grown on 
much smaller acreage than those al- 
ready mentioned, the acreage of any 
one of them being less than one-fourth 
that of any of the five already dis- 
cussed. The problem with these small 
acreage crops is solely that of stabil- 
izing production so that wide price 
fluctuations may be eliminated, cr at 
least greatly reduced. This problem 
exists with practically all these crops. 

Potatoes will illustrate the situation 
for the annual crops. The average 
acreage of this crop for the seven years 
1914-20 was $8,841,000 acres. ‘The 
trend of acreage for a quarter of a 
century past indicates that for the 
year 1922 the area needed was about 
3,910,000 acres. But in 1921, when, 


other prices were at a very low level,. 


the price of potatoes at the farm on: 
December 1 was ĝl. 10 a bushel. This: 
relatively high price led farmers to. 
plant 4,807,000 acres of potatoes in the 
spring of 1922. The acre yield that 
year happened to be considerably 
above the average. There was large 
overproduction, and on December 1 
the farm price was only 58.1 cents. 
With occasional interruptions due to 
poor crop years, when yields are much 
below normal, production of potatoes 
18 up one year and down the next, while 
the price swings just the other way. 
During the 16-year period 1900-15, the 


is eee ea 
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price of potatoes fell below cost of 
production in 8 ‘years. 

With long-time crops like apples, the 
difficulty is accentuated. It takes 8 or 
more years for young trees to come into 
commercial production. During a 
period of low prices, when there has 
been little or no planting for several 
years, abandonment of orchards con- 
tinues till underproduction occurs. 
Then planting begins, often at a rate 
far above what is needed. A situation 
like this occurred late in the first and 
early in the second decade of this 
century. For a few years the three 
states of Idaho, Washington and Ore- 
gon alone ordered more trees than were 
available in all the nurseries of the 


country. Other apple regions were sim- _ 


ilarly busy putting out new acreage. 

In 1912, enough of the newly planted 
trees had come into bearing to swamp 
the markets completely. That year, 
high class apples sold in the Willamette 
Valley of Oregon for 86 a ton. Not 
enly did planting practically cease, 
but a very large proportion of the trees 
already in were neglected, and never 
sent an apple to market. The eco- 
nomic waste in such a course of pro- 
cedure is appalling. 

Broomcorn is another crop that 
exhibits the evils of frequent over- and 
under-production. The total acreage 
of this crop is very small compared 
with the area well adapted to its 
culture. Following a year when the 


price is abnormally high, due to too - 


small an acreage the previous summer, 
the acreage is greatly extended, fre- 
quently into entirely new territory. 
In the ensuing fall the price is much 
below cost of production. A commu- 
nity that has been occasionally caught 
‘in this way not infrequently abandons 
the crop altogether. In parts of the 
Southern Plains region there are broom- 
corn warehouses that have been empty 
for years. No broomcorn is grown 
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near them, nor has been for years, 
although when they were built the . 
locality was a big producer of broom- 
corn. 

The situation is quite silar with 
all our fruit and vegetable cro 
with other small acreage crops, such as 
hops, tobacco, flax and the like. 

There is an “easy remedy for this 
entire situation. What is needed is 
stabilization of acreage at a point that 
will just suffice to supply the demand 
for all such products. It would be_. 
impossible to fix acreage below this 
point, for then the price of the product 
would make it quite profitable, and 
there would inevitably be such increase 
in acreage as to swamp the market. i 
But acreage can be stabilized at a-~ 
point that will bring a fair return to the 
producer. 

The entire trouble arises from the 
simple fact that at the time the farmer 
is planting crops of this kind he has no 
means of knowing what his competitors ` 
are doing. In the case of long-time 
crops like apples, it is easily possible to 
plant five or six times the averarg 
can ever send its product to 
for it is years after the overpla 
done before the fact is known. 

What is needed, then, is as 


i 












localities that compete ~ 
Growers should be fully in 
what acreage of a given 
to meet reasonable ma 
ments, and how much 
is normally grown in 


planting time comes 
growers should be inform 
percentage of a normal 
been made in all the zones 
ward.. It would, indeed, 
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with proper organization to get this 
information to‘ growers almost daily 
during the critical period of planting, 
so that each grower would know 
whether he is helping to overplant or 
underplant a: particular crop. 

This would never lead to underplant- 
ing. If g grower knew at planting time 
that-késs of his crop fias been planted 
than the markets require, he would 
inevitably increase his acreage. It is 
presumed that if he knew the crop was 
being overplanted he would reduce his 
intended plantings. 

It seems fair to say that a system of 
reporting such as here suggested would 
be of enormous value to farmers, and it 
would not be disadvantagecus to an 


one. S 
Livestock PRODUCTS 


For several years past the beef cattle 
industry has suffered severely trom low 
prices, and the end is not yet in sight. 
The war stimulated this industry 

tremendously, and the number of beef 
cattle, although decreasing steadily for 
some time, seems yet to be far above 
market requirements. At least the 
markets are getting plentiful supplies 
at prices that are wellnigh ruinous to 
growers. Before much betterment can 
be expected there must be a material 
reduction in the number of breeding 
stock on farms and ranges. r 
The fact that sheep have been de- 
. creasing in numbers materially for 
more than a quarter of a century in 
nearly all the leading sheep-growing 
. nations, resulting in a marked rise in 
“, athe price of wool, appears to indicate 
yer\at a change from beef cattle to sheep 
Twe good many localities might be 
is sixùsble. This change should not be 
should thistily. If it could be brought 
acreage over ally, so that it could be 
what more tlpre the price of sheep began 
bring producisly affected, it should result 
Such a redutse in the price of beef cattle 
{ 
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without much 
interests. 

Dairy products have meintained 
their price fairly well since the war. 
The reason for this is to b2 sought in 
changes that have come tc Com Belt 
agriculture. . When corn was 50 cents 
a bushel, and hogs 5 cents a pound, 
the Corn Belt farmer needed to milk a 
few cows to make ends meet. In 1909 
Jowa was the leading state in the pro- 
duction of butter. But most cf the 
Iowa cows were of the dual purpose 
type. When corn went to 80 cents, 
and hogs to 8 cents a pound, Jowa 
farmers could do very well without 
milking cows. During the last census 
period (1909-19) this state decreased 
its milk production 26.3 per cent. 
Adjacent parts of other states did like- 
wise. The decrease for the whole of 
Nebraska was 15 per cent, and for 
Ulinois it was 7 per cenz. This was 
formerly one of our most important 
dairy regions. The tremendous de- 
crease in milk and butter vroduction 
here made room for large expansion in 
dairying in the states to the north and 
west. The increase in the latter states 
between 1909 and 1919 was heavy. 
Yet the vacancy left by the Corn Belt 
made room for all this increased 
production elsewhere. 

At present beef cattle and hogs are 
below parity with corn, and Ccrn Belt 
farmers for some time past have been 
turning to dairying again. This is the 
wrong course of action for them. If 
they go back to milk production on the 
former scale, they will not only make 
hardship for the regions compelled by 
absence of cheap corn to engage in 
dairying, but they will lower the 
price of butter to the point that they 
themselves will earn little for their 
labor. 

The more logical thing for Corn Belt 
farmers to do is to adjust the number 
of beef cattle and hogs to the market 


danger to the sheep 
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demand, so that they will get a fair 
price for the products to which the 
region is best adapted. Here again, a 
statistical service that will keep stock- 
men properly informed is needed. We 
should know at all times how much 
stock of all kinds are at hand in all 
sections of the country where live- 
stock are important, and how many 
should be on hand in order to meet 
market requirements, What is needed 
in the case of beef cattle and hogs is 
stabilization of production at a point 
that will supply the market at a living 
price to the producer. This could be 
accomplished with an adequate sta- 
tistical service. 

Poultrymen are confronted by threat- 
ened overproduction on the part of 
the small to medium sized farm flock. 
This is due to the recent improvement 
in farm flocks through culling. Where 
farmers formerly kept 100 hens, only 
60 per cent of which laid any eggs, the 

m~more progressive farmers now keep 
159 hens all of which lay eggs. Here 
again stabilization is the remedy. With 
a statistical service that would enable 
every poultryman to know just what is 
going on in the poultry world at all 
times, he could adjust his business to 
suit his market outlet. 


SUMMARY 


This survey indicates that the acre- 
aze of cotton, corn, sugar beets, and 
oil producing crops such as soybeans 
and peanuts might be increased mod- 
erately without seriously endangering 
present fairly good prices. Production 
of wool might similarly be increased 
considerably with safety. 

Our acreage of wheat is about 27 
per cent more than is necessary to 
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supply our home needs. There is little 
probability that the acreage can be 
reduced to this extent., Some plan of 
preventing export wheat from con- 
trolling the price of the home used 
product is necessary if the price of 
wheat is to be brought to a par with 
that of other farm products. 


What is needéd in the case 


small acreage crops, and in the case of 
most livestock protlucts, is a universal 
statistical service that will enable pro- 
ducers to know at all times just how 
much they are helping to over- or 
under-produce. This will enable them 
to adjust their production at a point 
that will reduce price fluctuation to a 
minimum, and greatly lessen the eco- 
nomic waste from frequent over- and 
under-production. 

Some reduction in the number of 
beef cattle in favor of sheep, especially 
in the states along our northern border, 
appears to be desirable. 

The enormous increase in agricul- 
tural production during the war dem- 
onstrated that, when conditions justify, 
American farmers can greatly increase 
the production of most farm products. 
Cotton and corn, and possibly wool, 
are about the only farm products we 
would find it difficult to produce more 
of than the markets would take. Ex- 
cept for the products just mentioned 
and a few others mentioned earlier in 
this article, it appears probable that it 
will be many years before we reach the 
point where production will fall far 
behind our needs. This makes it all the 
more desirable that some such meas- 
ures as those herein suggested be under- 
taken as ,a means of better enabling 
farmers to obtain their fair share of the 
national wealth. 
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Book Department 


Warcack, Wiruan Kay. The Passing of 
Politics. Pp. 328. Price, $4.50. New 
York: The Macmillan Company. 


The thesis of this book is that’ the 
political organization cf society and- the 
political point of view have outlived ther 
usefulness and are to be replaced by an 
economic organization of society and a 
social viewpoint. The author holds that 
polities, like war, is a struggle for power; 
and that politics replaced war, at the close 
of the Middle Ages, ag an indirect. means of 
accomplishing the ends of the national 
groups then arising. In this vrocess war 
was made subservient to polit.cs, and the 
aristocratic system which was natural in a 
régime of war was replaced by a democratic 
political system, which was a backward 
step and marked the decay of the existing 
civilizalion. The rise of politics and 
diplomacy as the method of settling dis- 
putes led to attempts to rationalize and 
puilosophize, and to theoretical speculation 
coucerniug the state based on a-priori 
dogmas. 

With the “method of philosophy.” in 
which dogmatism, speculation and the 
mystical intuition hold sway, and which 
the author believes to be inevitably as- 
sociated with politics, he contrasts “the 
method of history,” in which events speak 
for themselves. By the application of 
scientific, historical methods, politics will 
be replaced by industrialism as the cohesive 
force in social life. The state ts viewed as 
en obstacle to progress, representing an 
oulgrown, individualistic, middle-class point 
of view. The new groups represent eco- 
nomic classes, are interested in problems of 
industrial efficiency, and are agencies 
working for the disintegration of politics. 

The book is stimulating and suggeszive, 
though the thoughtful recder is constantly 
inclined to quarrel with ils generalizazions 
of history and with its conclusions. It 
repregents a phase of the present-day 
attack upon the state and upon democracy, 
and shows decided traces of the modern 
psychological influence on political theory 
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end of the pluralistic doctuines of guild 
socialism. To the reviewer, tke authar’s 
assumption that political philosaphy is 
always a prori, and his contrast between 
the ‘method of history” and the “melhod 
of political philosophy” seers unsound, 
since political theory represeats the in- 
tellectual atmosphere of ils t.mes and is 
constantly influenced by the actual in- 
stitulions of its own day. 
Ramond G. GITTEL, 


Anonymous. Behindthe Scenze in Politics- 
A Confession. Pp. 808. New York: 
E. P. Dutton & Company. 


It is unfortunate that chis book is 
anonymous. ‘There is certainly nothing in 
it that would make the author feel he 
should conceal his identity. Whether the 
author has really been the part in public 
life he says he has been, or whether this 
is stage business to sel] the »ook, does not 
appear. The book could have becn written 
by any newspaper reporter who had fol- 
lowed presidential tours around the circle 
in the past dozen or fiftcen years. 

The book is interesting. There is an 
effort apparent on every page owwa 
brilliancy in style, and that brilliancy in 
style occasionally gets in the way of the 
thought. The book is full of human 
interest and is of real value to every student 
of politics. When the current craze for 
anonymous books passes someone who has 
gone through the mill should write just 
such a book in his own name replete with 
examples and illustrations. 


Merton, Anprew W. Taaation: The 
People’s Business. Up. 289. Price, 
$1.25. New York: The MacMillan 
Company, 1924. 


Someone has well saic that we write our 
philosophies to justify whet we do and do 
not make our philoscphies to guide our 
actions. The people cut off the head of 
their king, then someone writes a book 
creating a philosophy justifying the be- 
heading! For centuries thereafter that 
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ptiicsophy is used to justify anything else 
the populus wanis to do. 

Ths book by the Secretory of the 
“reagury gives a philosophy that justifies 
wra. the Secretary of vhe Treasury wants 
doae. That philosophy is largely a per- 
gone, Gas. In order to belster il up poor 
uld /.dam Smith is tugged in as are all the 
other respectables gad a sufficient twist 
given to their ideas to make a one-night 
stand for the philosophy of the hard 
pushed. 


Werer Pani G. Sugar in Relation to 
ine Tariff. Po. xii, 312. Price, 62.50. 
(runteation of the stitute of Ee- 
uoma) New York: MeGraw-Hill 


Bool: Company, 1924. 


This excellent study by the Institute of 
¥conom es 13 the first of a series of special 
tiv ostigations of the relation of the tariff to 
ouflicular lines of production, preparatory 
le “an enalysis and cons.ructive criticism 
or the Argerican tariff system as a whole” 

The writer of the work under considera- 
uca studied sugar costs and tariffs several 
years for the United States Tariff Com- 
mission before going over to the stail of the 
institute This monograph is essentully 
< summary cf the data gathered by that 
Cominis.ion and co-opernting Federal ugen- 
eies-—particularly the Federal Trade Coni- 
iuission and the Department of Agriculture 
cud Comimerce—together with conclusions 
drawn therefrom. The findings are not 
niciuly toose of a single author, albeit an 
unusually cvell-qualificd one, but also of 
vne Council of the Tustitute, a body which 
has a personuel and a freedom from political 
aac pecuniary pressure which relieve the 
reader of the comme uspicion of ““inter- 
esad” motive. 

The most striking factual data presented 
wr. the diegrams of output and cost of 
suger production, factory by factory, for 
speu.fied years in Cuba, Hawaii, Porto Rico, 
Louisiana and the domestic beet-sugar 
area. By means of these diagrams it is 
comparatively easy for “him who runs” 
to visualize approximately what proportion 
of the production in each ficld would be 
elmizated and what proportion would 
survive if certain specified prices prevailed. 
Jt is clear that much of the domestic beet 
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suger is procuced more chesnly than tie 
bux of Cubana sugar but thar souze ot it 
costs Much more. 4 ausiai, Bawal and 
Porto Rico, ja order, preauce siwetler 
proportions of low cost sugars that cculd 
survive Cuvra corapetiiion without tariff 
protection. Mr. Wright estimates, on the 
basis of 1981 cid 1922 date, thar the 
percentages of domestic industry that 
could survive free suger would be ap- 
prox:maicly: 


Domestic beet sugar CES 
Hawaiian cane sugar.. 40% 
Porlo Rican cune sugar . EA 
Louistana cane sugar EA 


Following ere summaries of some of the 
other conclusions. 

The annnal burden of tbe present 
United States sugar tari upen consumers 
is about $236,500,000 of which €125,500.- 
000 goes as revenue into the Ireesury aud 
292,000,000 13 the taxpayers’ couatribution 
to “protection.” 

Any tariff, however low or high, wil, in 
the course of years if not change! m the 
meantime, resull in stabilzed sugu: ulus- 
tries, both at home und in Cuba (our onl, 
imporlant source of imported sugar) 
because marginel costs and producltou arc 
adjusted to prices obtainable. Coase 
quently, in decidiug whether or nol lo 
adopt the recommendations of the Tari 
Commission majority report ievoring « 
lower tariff. President Coolidge is really 
decidwg matters of policy, namely, what 
nroporiion of our tolal cousumpticn shall 
be furnished by domestic produce:ss and 
what proportion by Cuban; what part of 
our revenue shall come from people ru 
proportion to their consumption of ougat 
and what part in proportion to some other 
criterion of taxpaying vbligation; how such 
consumers shall subsidize domestic produe- 
ers or how much they shall favor Ameticen 
seaboard refiners end investors-in Cuban 
sugar plants. The unpossibility of taking 
the tariff out of politics is evident ie any- 
one who thinks. 

If the President tries to follow the 
mandate of the 1992 unif to fix the rate 39 
as to equalize domestic ond foreign costs, 
no rate be caw name wul equalize Lhe costa 
of more than a small fracticn of dor -stic 


a 


